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PREFACE 


To the employer or manager, the problems centered in 
voluntary effort to improve the working and living condi- 
tions of employees beyond the requirements of law or of 
the market are primarily problems of finance. What are 
the elements of cost and risk? What are the savings and 
gains that may reasonably be expected? These basic 
questions, however, can be answered only after careful 
consideration of many other factors not immediately 
financial. Hasty judgment based on superficial analysis 
can do only harm. The mere assertion either that “wel- 
fare work pays” or that “welfare work is sentimental 
foolishness or wasteful philanthropy” is no answer at all. 
One thing that is needed, obviously, is a descriptive and 
historical analysis of the various factors bearing upon the 
problem, and it is to this task that the following pages are 
devoted. 

For welfare work is not a new thing. While the 
forms which it has taken in our own time are new, the 
activity itself represents an inevitable response to funda- 
mental conditions, social, economic, and psychological, 
which has manifested itself in one way or another in 
earlier ages and under widely different social organiza- 
tions. The present volume considers three distinct types 
of social organization—the medieval manor, the medieval 
gild, and the modern factory—and sets forth the develop- 
ment and character of employee welfare activities within 
each type of organization. In each period, it is clear, 
there evolved a definite system of welfare arrangements 
standing in close relation to the prevailing social and 
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economic conditions. It is no less clear, however, that 
from one age to another there is close correspondence in 
underlying causes, in motive, and even in method. 

It is believed, therefore, that this record of what was 
attempted and what was achieved in earlier times has 
definite value for the manager of today in his efforts to 
solve the problems of his own age and his own particular 
industry. 

In connection with its preparation, special acknowl- 
edgment of indebtedness is due to Professors N. S. B. 
Gras, Z. C. Dickinson, M. C. Elmer, and R. E. Cushman, 
of the University of Minnesota; Dr. A. J. Todd, Labor 
Manager of B. Kuppenheimer and Company, who was the 
first to call my attention to the fact that the early history 
of industrial relations had nowhere received attention and 
represented a distinct gap in knowledge; and to many 
welfare directors and labor supervisors throughout the 
country. 

L. A. BoETTIGER. 
Appleton, Wisconsin, 
March I, 1923. 
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Part I—lIntroduction 


CHAPTER 1 
NATURE OF EMPLOYEE WELFARE WORK 


Industrial Standards 

Employee welfare work represents an effort on the 
part of the private employer to establish and maintain 
certain standards in industry with respect to hours, wages, 
and working conditions. As defined by the United States 
Bureau of Labor Statistics in a recent report, it includes 
“anything for the comfort and improvement, intellectual 
or social, of the employees, over and above wages paid, 
which is not a necessity of the industry nor required by 
law.” + Its chief purposes are to avert industrial con- 
flict, to establish relations of mutual good-will between 
the management and the workers, and to aid in placing 
the business concerned upon a basis of maximum oper- 
ating efficiency. 

The theory is generally accepted that there is a ten- 
dency among employers of fairly large bodies of laborers 
to approximate the practices of the least scrupulous em- 
ployer. Though an employer may take pride today in the 


1 Welfare Work for Employees in Industrial Establishments in the 
United States, Bulletin 250, U. S. Department of Labor, Bureau of Labor 
Statistics, p. 8 
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industrial standards he has been able to maintain, he may 
be forced tomorrow, in the interest of survival, to cut 
those standards. This is especially true of the employer 
who operates on or near the margin. 

Various kinds of efforts are made to raise the plane 
of competition, to fix minimum standards in regard to 
hours, wages, and working conditions, and all parties to 
business are interested in making such efforts. The 
worker is directly concerned since the source of his 
income, i.e., his job, is in question, together with his 
health and vitality—hence the organized labor movement 
and its insistence upon a fair wage, a reasonable working 
day, and guaranties against the losses due to such exig- 
encies as unemployment, sickness, accident, and death. 
While organized labor relies chiefly upon economic meth- 
ods to attain its ends, educational and political action are 
sometimes resorted to. 


Public Interest in Working Standards 


The second field of action lies with the second party 
to every business undertaking, that is, the public. Every 
member of society is directly interested in uninterrupted 
production, industrial efficiency, and decent working 
standards because of the bearing of these matters upon 
the standard of living, public health, and national vigor. 
Hence such organizations as the National Consumers’ 
League, the National Child Welfare Committee, the 
Immigrant Protective League, and other similar associa- 
tions endeavor to raise the ethical level of competitive 
methods because of the public concern. While the meth- 
ods of such organizations are chiefly educational and 
political, economic methods, such as the white list and 
the consumers’ label, are also used. 
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Employers’ Interest 


There is finally the employer, who has generally been 
regarded as opposed to the fixing of standards concerning 
human relationships in industry. Welfare work—using 
that term in its broadest sense—represents free, inde- 
pendent effort on the part of the employer to accomplish 
what has more commonly been achieved through the work 
of organized labor or voluntary associations, ie., fixing 
of higher employment standards inside his own factory. 

When a particular establishment exercises a dominat- 
ing control over the market for its products, the introduc- 
tion of welfare work not only improves standards within 
the particular business, but tends to raise the level of 
competition for the entire industry.?, This follows be- 
cause of the competitive advantage afforded by such 
improvement. And where the particular business con- 
cerned does not exert a dominant influence over the 
market for its own products, welfare methods may result 
in such an obvious increase in operating efficiency as to 
bring about a general imitation, thus again improving the 
level of competition.* 

The employers’ field of action has been the most 
neglected of the three fields described. While it cannot 
be regarded as a final solution of the labor problem, it 
presents possibilities which a few far-sighted and ven- 
turesome employers have already explored to a large 


extent. 


2 The work of accident prevention in the iron and steel industry is a 
case in point. See Bulletin 234 of the U. S. Department of Labor, Bureau 
of Labor Statistics, ““The Safety Movement in the Iron and Steel Industry, 
1907 to 1917,” by L. W. Chaney and H. S. Hanna, ; 

2 The English match industry, through its Joint Industrial Council, 
has introduced an unemployment insurance scheme similar to that estab- 
lished at the Cocoa Works of Rowntree and Company, York, England. 
The scheme supplements the National Unemployment Insurance Law, and 
it furnishes an example of a group of businesses which have improved 
their employment standards in a similar way. B.S. Rowntree, The Human 
Factor in Business, p. 37. 
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Welfare Work as Business Policy 


It is not uncommonly supposed that welfare work and 
business are ill-mated for the reason that a business must 
first of all pay its way. The assumption is that welfare 
work is synonymous merely with philanthropy. Facts do 
not always justify this assumption. It is more commonly 
true that welfare work promises greater security for. the 
business concerned in spite of the fact that initial ex- 
penses involved somewhat curtail immediate dividends. 
If it does not pay in the long run, however, it frustrates 
its Own purposes. 

Welfare work may be excellent business policy, 
especially from a long-range viewpoint, and the assump- 
tion that it is bound to fail because a business must first 
of all meet its obligations is therefore to be dismissed. 
But where a considerable outlay is required, the interval 
of reduced dividends naturally makes the employer 
hesitate. 


The Social Criterion 


The ultimate sanction of welfare work must be in 
terms of its social utility. The very security of a business 
enterprise is directly dependent upon the recognition of 
such social considerations as health, the vigor of the 
nation, prevention of accidents, and the like. Any busi- 
ness policy which is not in line with sound social policy 
must ultimately fail because of the testimony of history 
that the interests of the group as a whole always assert 
themselves in time.* The final test must always be group 


*Dean Roscoe Pound interprets the origin and development of legal 
institutions and of the state from the standpoint of group welfare. “The 
conception that pressure of individual interests brought about state and 
law and fashioned legal institutions has no historical warrant. On the 
contrary, from the first the controlling factor is the need of the social 
group to be secure against those forms of action and courses of conduct 
which threaten its existence. This paramount social interest is the first 
interest of any sort to be given legal recognition.” (A Theory of Social 
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welfare or group survival rather than the good fortune 
of an individual. 

The collective interest of employers in their own 
security may be sufficient to persuade the hesitant em- 
ployer to make the necessary temporary’ sacrifice of 
profits for the sake of the future gain to the employing 
class. This at any rate is the challenge that welfare work 
brings to the employer at the present time. 

In other words, there are weaknesses in our present 
system of production which the employer may find worth 
while to remedy. These weaknesses are more or less 
inherent in the conflict of interest between the working 
and employing classes, and include chiefly: 


1. The declining efficiency of production as evidenced in the 
“lump of work” theory of labor. 

2. Restriction of output. 

3. A negative attitude toward the introduction of new 
machinery. 

4. Ca-canny. 

5. The succession of strikes. 

6. Systems of rules safeguarding the job to the worker.’ 


“With the progress of labor organizations and the 
education of the workers to the facts of the economic 
system, it has become more and more difficult to exact 
from the workers their full potential contribution.” * 
Professor Commons also refers to this difficulty when he 
calls attention to the “curious paradox of modern industry 
and of the supply and demand theory of labor, that in 
hard times when there is already an overproduction of 


Interests, Publications of the American Sociological Society, Vol. XV, p. 
24.) The industrial legislation of the present day is as truly a proof of this 
view as the legislation of the eighteenth century which aimed to secure 
individual rights and personal liberty. ; 

5 Herbert Hoover declares the second largest area of waste in pro- 
ductivity to be “the eternal amount of labor friction, strikes and lockouts,” 
and states that the solution lies in a reorganization of the whole employ- 
ment relationship. (Monthly Labor Review, April, 1921, p. 143.) 

* Alvin Johnson, The New Republic, December 15, 1920, p. 80. 
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products relative to the demand, the workers still further 
increase the overproduction by working harder; while in 
good times when demand outruns supply, the workers 
intensify undersupply by still further reducing output.” * 
Only if the prevailing system is remedied in respect of 
its present tendency to destroy the creative impulses of 
labor, can the employer hope to maintain his present 
position. The “mainsprings of the wills of workers” 
must be touched off anew; ® the constructive impulses of 
labor must find socialized forms of activity in place of 
the anti-social forms above referred to. And this prob- 
lem is peculiarly the problem of the employer. 


Wage Incentives 


It was thought at one time that the piece-work system 
of wage payment would offer to the worker an induce- 
ment sufficient to change his attitude. But this system 
broke down when it became necessary to cut the piece- 
work rate because of the pressure of competition of other 
industries, and especially because of improvements in the 
mechanical technique of production. Then followed the 
premium system of wage payment which was an im- 
provement over the piece-work system because it allowed 
the employer a lower average cost in wages the larger the 
premium earned by the worker, thus preventing a reduc- 
tion in the rate of bonus. But because of the temptation 
to cut the task rate and not the rate of bonus, this system 
too has failed. Nor can it be said that scientific man- 
agement with its time and motion studies, its blue-prints 
and specifications for foremen and workmen, has solved 
the problem of releasing the creative impulses of labor.® 

7J. R. Commons, Industrial Goodwill, p. 25. 

® See article by A. J. Todd, Reaching the Mainsprings of the Wills 


of People, Annals of the American Academy of Political and Social Science, 
September, 1920. 


*The conclusions published in the final report of the Commission on 
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The difficulty has been the failure to perceive the fact 
that the worker is something more than a machine. 
“Scientific management carries to the final limit that 
disintegration of the workmen’s skill and its transfer to 
the employer, which began a hundred and fifty years ago 
with the invention of power machinery, the steam engine, 
and division of labor.” *° 


General Conclusions 

If there be a solution of the problem of touching off 
the wills of workers in the direction of co-operative effort 
in production, it must be based, first, upon the negative 
proposition that the worker is neither a commodity nor a 
machine; and second, upon the positive proposition that 
the interests of social well-being demand certain guaran- 
ties in respect to hours of work, wages, working and liv- 
ing conditions, and such exigencies as accident, sickness, 
and invalidity. Welfare work that is a reasoned phase 
of business policy explicitly recognizes the human theory 
of labor by extending to the workers, to a certain extent 
at least, the guaranties demanded. Thus it is to welfare 
work in the sense explained that the employer must look 
in seeking a solution of his labor problem. 


The Marginal Employer 
But here again the hard logic of the employer, espe- 


Industrial Relations regarding scientific management, support this view. 
On the positive side it is stated that ‘‘scientific management at its best 
has succeeded in creating an organic whole of the several departments of 
an institution, establishing a co-ordination of their functions which has 
previously been impossible, and in this respect it has conferred great bene- 
fits upon industry.’”’ On the negative side the following conclusion is 
drawn: ‘As regards its social consequences neither organized nor unor- 
ganized labor finds in scientific management any adequate protection to its 
standards of living, any progressive means for industrial education, any 
opportunity for industrial democracy by which labor may create for itself 
a progressively efficient share in management.” (Final Report of the Com- 
mission on Industrial Relations, p. 233.) To what extent does employers’ 
welfare work answer these needs? ‘This is one of the major questions 
upon which this study should throw some light. 
10 Commons, Industrial Goodwill, p. 15. 
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cially the marginal employer, must be met. He claims 
that since there is no limit to the demands of labor, they 
are bound sooner or later to force him to the wall. In 
view of the competitive character of business he is driven 
to focus his attention upon the margin of profit. Such 
guaranties of security as labor has gained have neces- 
sarily been the result of hard fighting and it cannot be 
supposed that an employer will secure freedom from 
anxiety for the future and contentment in the present to 
his workers while he is struggling to make or maintain 
his place in the market and taking risks of which his 
employees never dream. 

The answer to the marginal employer is the same as 
the answer that has been made to the sweat-shop em- 
ployer. The industry of such an employer is essentially 
parasitic. As the sweat-shop either has been assimilated 
into larger industrial units, or has been remodeled along 
scientific lines in the interest of the common weal, so also 
the marginal producer who cannot afford welfare work 
may lose out when it is recognized that the present legal 
standards and those imposed by the conditions of the 
market are not adequate either from the general social 
point of view or from the particular point of view of 
property interests. 

The procedure of the several states varies widely in 
regard to labor standards. Moreover, there is a com- 
petition among the states which retards progress in the 
establishment of such standards, since each state is inter- 
ested in maintaining the conditions which attract capital. 
Therefore, “it holds true of compensation laws as of most 
other legal labor standards that they represent minimum 
and not maximum desirable requirements.” 14 

There is nothing stable about the standards imposed 
aay hace Slichter, The Turnover of Factory Labor, p. 362. 
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by the conditions of the market. If standards higher 
than those maintained at present are of some urgency, it 
must be expected that some producers will find it con- 
venient to merge their investments in more advantage- 
ously situated business units. Furthermore, in view of 
the minimum character of legal standards and the insta- 
bility of those imposed by the conditions of the market, 
the socially desirable standards are largely matters of the 
private initiative of employers.12 The breadth of the 
experimental field points to the present importance of 
employers’ welfare work.1® 


The Prosperous Employer 

The employer will be likely to undertake welfare 
work, however, only when it can be shown that temporary 
expenditures will be more than compensated for by future 
gains. The first point of importance here is the cost of 
the labor turnover wherever labor is managed unintelli- 
gently. In numerous cases it has been demonstrated that 
welfare work is instrumental in minimizing this well- 
recognized cause of industrial expense and inefficiency. 


Reducing Labor Turnover 

Many instances might be cited where a reduction of 
labor turnover has been accomplished by various welfare 
activities, including together with those already men- 
tioned : 


1. Careful analysis of the requirements of each job. 

2. Employment of applicants with reference to objective 
standards of selection. 

3. The systematic training of workers in some departments. 


2 This latter point is supported by proof developed in succeeding chap- 
ters. See especially the conclusions at the end of Chapter VI 
e J. G. Brooks’ chapter entitled “Capital on Its Good Behavior,” 
in Labor’s Challenge to the Social Order. Mr. Brooks places strong 
emphasis upon the experimental value of employers’ welfare work in estab- 
lishing a case for such work. 


fe) INTRODUCTION 


4. Systematic promotion of workers. 

5. Investigation of the causes of leaving. 

6. The regularization of work by introducing new special- 
ties to fill in the gaps, obtaining orders in advance, 
substituting stock items for specials, scheduling the 
work, the transfer of help from slack to busy de- 
partments, and other methods to be described later. 


Welfare work initiated by the employer as defined at 
the outset would also necessarily include: 


. Schemes of profit-sharing. 

. Plans of co-operation, conciliation, and arbitration. 

Schools and libraries. 

. Proper light, ventilation, and toilet facilities, gardens, 
playgrounds, clubrooms, and places for the mid-day 
meal. 

5. Mutual aid societies and pension plans when subven- 
tioned or aided by the employer. 

6. Dwellings when they are supplied by the employer at 

moderate rentals and other similar arrangements. 


POH 


Promoting Productive Efficiency 


But employers’ welfare work not only reduces costs 
by decreasing the labor turnover; it frequently increases 
output by stimulating greater effort of production. The 
pipe manufacturing plant of William Demuth and Com- 
pany introduced a system of profit-sharing and a mutual 
benefit association in conjunction with a scheme of em- 
ployees’ representation and other minor amenities, and 
found that a reduction of hours from 53 to 50 per week 
resulted in an increased production of 8%.‘ A subse- 
quent reduction to the 48-hour week did not result in 
reduced production. The American Multigraph Company 
likewise introduced certain welfare arrangements in con- 


14F, L. Feuerbach, Industrial Democracy, an address delivered before 
the Personnel Managers’ Club of the Chamber of Commerce of the Bor- 
ough of Queens, New York City, March 10, 1919, published by the Cham- 
ber of Commerce of the Borough of Queens. 
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nection with a system of employees’ representation, and 
lowered the working time from ten hours to nine, and 
six months later to eight without reducing production. 

There are other illustrations of a more classical char- 
acter, such for example as the experiments conducted by 
Ernst Abbé in connection with the Zeiss Optical Works 
where an increase in piece earnings amounting to 16% 
followed a reduction in hours of work from nine to eight 
per day.1® There can be no doubt that the relation be- 
tween welfare arrangements and co-operative effort in 
production is a matter of record in very many business 
establishments.1* And it may be tentatively concluded, 
therefore, that such activities result not only in a marked 
reduction in the cost of production due to the effect upon 


18H. C. Osborne, Solving the Labor Problem, Scientific American, No- 
vember 13, 1920, p. 496. 

18 Frankfurter and Goldmark, The Case for the Shorter Work Day, 
Vol. 2, p. 698. Three significant studies have been made recently con- 
cerning the problem of the relation of the shorter working day to pro- 
duction. They are reported in Health Bulletin 106, cited above; Bulletin 
249 of the U. S. Bureau of Labor Statistics, entitled ‘Industrial Health 
and Efficiency,’ which is the final report of the British Health of Muni- 
tions Workers’ Committee; and Research Report No. 27 published by the 
National Industrial Conference Board, entitled “The Hours of Work 
Problem in Five Major Industries.” Although the last-named report is 
based on an extensive investigation covering 1818 establishments, the 
methods employed render the conclusions less valuable than those of either 
of the former. The following conclusions may be drawn from a comparison 
of the three reports: (1) Fatigue is a vital factor in production since it 
is first manifested in reduced working efficiency. (2) Long hours of work 
are directly related to fatigue. (3) The reduction of the working day 
when the hours are excessively long results in greater productive efficiency. 
(4) The scientific adjustment of hours must consider the several factors 
involved, such as the nervous strain, the general character of the work, 
whether it is machine work, heavy hand work, or dexterous hand work, 
together with the economic and social factors. (5) A-priori assumptions 
that reduction of hours invariably increases productive efficiency or that 
it invariably decreases production are not valid. (6) The accident rate 
varies, not only with the rate of production, but also with fatigue. (7) The 
complex character of the problem indicates the importance of further 
detailed study. 

17 The investigation reported in Bulletin 250, cited above, offers valu- 
able testimony on this point. Schedules of welfare work were secured 
from 431 establishments. One hundred and thirty-six of these reported 
an improvement in the stability of the working force due wholly or in 
part to welfare work. One hundred and sixty reported an improvement 
in time lost on account of sickness and accident, attributed especially to 
the work of emergency hospitals, physical examinations, safety devices, and 
lectures on accident prevention. A few firms reported that the work 
resulted in an increased output. Quite a number stated that their in- 
creased output was due to a reduction in hours of work. (Page 120.) 
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the labor turnover, but also in a greater total production 
of goods per unit of labor time whenever they are con- 
ducted intelligently and are not either matters of senti- 
ment or palliatives for bad working conditions such as 
low wages or long hours. 


CHAPEER -Il 


ADJUSTING WELFARE WORK TO BUSINESS 
PLANS 


Social vs. Financial Considerations 


Although the private profit test gives a very real 
criterion and must be given full, even first, consideration, 
if the business man is to be favorably persuaded to the 
scientific organization of his plant, it cannot be said to be 
the ultimate test. The cost of such work would bankrupt 
those businesses operating on a narrow margin of profit 
as has already been shown. Such establishments will find 
it convenient and profitable in time to merge their mar- 
kets with those of similarly situated enterprises, or with 
larger business units more favorably situated. This 
movement results not only from competition but is also 
due to the pressure of a public opinion which is becom- 
ing increasingly awakened to the risks of unhygienic 
industrial conditions. The ultimate test is obviously 
social. 


Present Losses—Future Gains 


In the second place, there are many enterprises in 
which the cost of such work would considerably reduce 
dividends, although the margin of profit would be more 
than sufficient to secure the investment. The gain to such 
a business is in good-will; it becomes well reputed and 
firmly established in the community. But the initial in- 
vestment is unavoidable. This has been well brought out 
in the effort to adjust the differences between the Amal- 

13 
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gamated Clothing Workers of America and the Clothing 
Manufacturers’ Association. After pointing out that the 
line of solution lies in the establishment of the so-called 
‘Gnside shops” planned and managed according to modern 
business science, like the Rochester and Chicago plans, 
Professor Frankfurter adds: “Such a change cannot be 
wrought overnight. It requires time, money, the will to 
achieve and, above all, the resolute co-operation of manu- 
facturers and Union; it requires, as Mr. Bandler (presi- 
dent of the Clothing Manufacturers’ Association) and 
his associates were told last spring, ‘an investment, not 
only of money, but also of that faith which all new 
enterprises and institutions require.’” + 

Such an investment, however, brings something more 
than a greater good-will to the business concerned. It 
brings also a social gain in terms of health, efficiency, 
better standards of living and quality of population. And 
as the social criterion involves the weeding out of para- 
sitic industry—the industry of the marginal producer, in 
the first instance—so in the case just discussed in which 
temporary losses are involved, the social criterion re- 
quires the gradual substitution of the permanent investor 
for the speculative investor. 

Finally, there are enterprises which would enjoy a 
twofold advantage in the way of increased dividends on 
the one hand, and greater future security on the other. 
To this gain would be added the gain in social well- 
being. But it is a mistake to suppose that the third case 
is the most typical, that there can be no conflict between 
individual and group interests, or that welfare work is a 
panacea for our social problems. Perhaps individual and 
social interests are reconciled in the long run, thus giving 
ground for the comforting philosophy that they are not 


1 Frankfurter, The New Republic, January 12, 1921, p. 202. 


ADJUSTING WELFARE WORK TO BUSINESS 15 


fundamentally opposed, but the run will probably have 
to be a very long one indeed. 


Welfare Work as Business Policy 


Welfare work must be regarded as an integral phase 
of business policy if it is to bring results. It is unfor- 
tunate that a good deal of this work has been so obviously 
a thing apart from the regular order of business activities 
that the phrase is in considerable disrepute at the present 
time. 


Benevolent Paternalism 


It is a great luxury to indulge the patronizing atti- 
tude, and it is not to be wondered at that the employer 
has been frequently led into temptation, but so long as 
the worker takes some pride in his work and his inde- 
pendence, the wise manager will incorporate welfare 
activities into his business as an integral phase of business 
policy. If his motives are “purely economic,” he will do 
so in the interest of the success of his enterprise; if his 
motives are “purely altruistic,” the real welfare of those 
he seeks to help is dependent upon the careful avoidance 
of paternalism. Thus in both instances welfare arrange- 
ments must appear as good business. As the president 
of an eastern laundry put it, “Our welfare work cannot 


2 Speaking of employers’ welfare work of the philanthropic variety, 
Mr. Samuel Gompers writes as follows: “This relationship (the paternal 
relationship between worker and employer) has enveloped the movement 
(employers’ welfare work) with an atmosphere of charity and patronage 
that is most repugnant to virile, self-reliant workers.”? The Good and Bad 
of Welfare Work, American Federationist, December, 1913, p, 1041. For 
a good example of welfare work of the semi-philanthropic variety, see the 
article by Lawrence Lewis, Uplifting 17,000 Employees, World’s Work, 
March, 1905. The following interesting assertions are made: “Purely 
paternalistic methods were discarded” (p. 5941); “The company is not 
throwing a sop to the men or the unions” (p. 5950); “Tt operates every- 
where on the open shop” (p. 5950); “It is not trying to make up for low 
wages” (p. 5950); “It is not seeking advertisement” (p. 5950). One is 
inclined to wonder what the company really is seeking, and we are finally 
told that the company “has found its reward in the loyalty which is still 
felt by the great majority of the workers” (p. 5950). 
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be separated and considered as if it were a thing distinct 
from the business itself. My aim is to run the laundry 
in the best possible way. I don’t like to think of welfare 
work as something grafted on.”* This is the common 
sense attitude. 

On the other hand, a vice-president and general man- 
ager of a large business wrote: “Recently we have aban- 
doned considerable of this work (welfare work), 
although not in its entirety. We will continue to do some 
of this work as long as it is appreciated, but not on the 
same large scale as heretofore.’* Here the obvious 
sentimental character of the work explains the failure 
of it. 

The conclusion, then, is that, whether welfare activ- 
ities are motivated strictly by business considerations, by 
social considerations, or by derivatives of the two in 
whatever varying combinations, they must be incorpo- 
rated in a business as a definitely recognized and integral 
phase of business policy. This means that the cost should 
be regarded not only as a legitimate but also as an indis- 
pensable expense which has its regular place in the 
budget. Where this is the case it will probably not 
matter much whether the work is called welfare work, 
employment management, or human engineering. It will 
stand on its own feet. 


Contradictory Conceptions 


How such work as we have been considering may 
best be done, brings up the question of the various kinds 
of welfare work and their relations to each other. It 
may be objected that certain activities above referred to 
are not welfare work at all, but just sound business prac- 


® Quoted by Slichter, p. 227. 
*Tolman, Social Engineering, p. 361. 
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tice. In other words, a distinction is made between 
that which is done for the good of the workers and that 
which is done in the interest of the business, the former 
being welfare work. 

Now the difficulty with this conception is that welfare 
activities in this sense are neither in the interest of the 
business nor for the good of the workers. Sooner or 
later they are construed as palliatives for low wages, 
long hours, or bad working conditions, or as anti-union 
practices of the employer. The thought that something 
is received for nothing is incongruous with the thought 
that work is done for wages. Either such benefits are 
earned or they are not earned. In the former event there 
is no reason for considering them primarily for the good 
of the workers, while in the latter case the worker’s pride 
revolts sooner or later and he ceases to appreciate, as the 
employer complains. There is therefore but one con- 
clusion: so far as such activities have any place at all in 
a business they must be classed with those other activities 
more generally perceived as sound business practice.® 
That is, to repeat what has already been shown, welfare 
work is either a recognized and integral phase of business 
policy or it is ineffective. The characteristic of such 
work is that it has to do with standards of employment 
which are neither required by law nor imposed by the 
conditions of the market. No distinction can be made 
on the basis of motives. Accordingly there are two 


5Mr. B. Seebohm Rowntree, Director of the Welfare Department 
created by the British Ministry o Munitions during the war, defines wel- 
fare supervision as “simply the creation in a factory of those conditions 
which enable each individual worker to be and do his or her best... . It 
is not only good from the workers’ standpoint, but it is thoroughly sound 
business from the standpoint of the employer.” (Welfare Work in British 
Munitions Factories, Bulletin 222, U. S. Department of Labor, Bureau of 
Labor Statistics, pp. 15, 16.) Welfare work should necessarily be regarded 
in this way by supervisors of such work, service secretaries, welfare secre- 
taries, employment managers, and business men who believe in it, whether 
there be present any element of philanthropy or not. Mr. Rowntree’s dis- 
cussion of the subject makes this point perfectly clear. 
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criticisms of the definition of welfare work as given by 
the United States Bureau of Labor Statistics. One is 
that, while no statement is made of motives, it may be 
inferred from the first clause which asserts that welfare 
work includes “anything for the comfort and improve- 
ment, intellectual or social, of the employees”’—that the 
primary concern of the employer who believes in welfare 
work is the comfort of his workers. The second criticism 
is in respect to the clause “over and above wages paid,” 
by which it is meant that the comforts and improvements 
exclude wages. But wages may as truly be in excess of 
legal or market requirements as any other standard of 
employment.’ In fact some concerns make a policy of 
paying wage rates higher than the market rates in order 
to draw a higher than ordinary grade of labor, such for 
example as the Ford Motor Company. And the fact that 
rates of pay are offered in excess of market requirements 
as an inducement to a higher grade of labor than could 
otherwise be gotten, or simply as an incentive to work, 
leads to the presumption that all efforts on the part of a 
business management which aim at the improvement of 
industrial standards may be viewed from the standpoint 
of economic considerations. 


Exploitive Margin of Welfare Work 


It would not be at all misrepresentative of the facts 
to speak of an exploitive margin of welfare work, that is, 
the margin which now maintains between legal require- 
ments and those standards which make for the scientific 


6 Given on page 1. 
, 7™The definition criticized was formulated for “the purposes of the 
investigation and report” and is not strictly applied in describing welfare 
work. In fact, the reduction of hours, setting of wage standards, regulari- 
zation of work, and the establishment of joint committees are referred to 
in various places as welfare activities. Current usage of the term ‘“‘wel- 
fare” probably explains this discrepancy. See especially pages 9, 13, and 
120, in Bulletin 250. 
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control of employment in the interest of permanent busi- 
ness efficiency. Accordingly there is bound to be a 
decreasing advantage in welfare work as the margin nar- 
rows down by reason of improved legal requirements in 
respect to the conditions of employment. But even where 
these requirements are something more than formalities 
easily evaded or violated, they represent, as previously 
pointed out, not the socially desirable standards, but 
rather minimum necessary standards. Thus it follows 
again that the employer need not assume the attitudes of 
Lady Bountiful in adopting a policy of welfare work, 
and that no distinction can be made between particular 
activities on the ground of motive. 


Definition 

Employers’ welfare work may therefore be defined 
as effort of the employer to establish and maintain cer- 
tain standards in respect to hours, wages, working and 
living conditions of his employees which are neither 
required by law nor by the conditions of the market. 

Since this work is related to the question of business 
efficiency on the one hand, and to such matters as the 
public health and national vitality on the other, the former 
relation cannot be disregarded in the very interest of the 
latter. The conclusion seems clear, therefore, that so 
far as such work as establishing reading and rest rooms, 
recreation features, domestic science clubs, and circulat- 
ing libraries, has any justification at all, it must be placed 
in the same category with the systematic training of 
workers, investigation of the causes of leaving, analysis 
of the requirements of each job, careful selection of 
employees, the regularization of work, health and safety 
measures, and plans for the joint administration of these 
activities. Likewise profit-sharing, thrift schemes, pen- 
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sions, death benefits, accident, and sickness insurance 
subventioned by the employer, together with bonuses and 
other similar arrangements, will have to be looked upon 
in the same way. 


Community Welfare Work 


Since these activities have no raison-d’étre except as 
functionally integrated business practice, it follows that 
welfare work which has no legitimate place as a phase of 
business policy and which is necessary, nevertheless for 
reasons of public health and safety should be taken over 
by the municipality, the county, or the state. 

Welfare work should include only those activities 
which have a direct bearing upon the permanent security 
and efficiency of a business establishment. To include 
any other work would disregard distinctly social interests. 


Divisions of Welfare Work 


Welfare activities may be classified from the stand- 
point of function as follows: 


1. Those which result in a greater degree of adaptation of 
the worker to his job. 

2. Those which directly induce a more willing and co-opera- 
tive effort of production. 

3. Those which indirectly induce a more willing and co- 
operative effort of production. 

4. Those which provide the machinery for the joint ad- 
ministration of these activities. 


In the first class are included the systematic training 
of workers, investigation of the causes of leaving, 
analysis of the requirements of each job, careful selection 
of applicants and transfer systems. While the items enu- 
merated here are not exhaustive, it is clear that the func- 
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tion of each is to secure adaptation of the worker to his 
task. 

The methods of the second class, which may be called 
the direct incentives to production, comprise such mone- 
tary inducements as minimum wage schedules, profit- 
sharing schemes, stock ownership plans, bonuses and 
premiums for long service. 

The indirect incentives to production include guaran- 
ties against economic insecurity such as old age and 
invalidity pensions, sickness and accident benefits, life 
insurance, funeral benefits, and methods of regularizing 
work. They also include the guaranties of health and 
physical fitness of the worker, such as measures which 
aim at the elimination of fatigue, the treatment of in- 
juries and sickness, together with the minimization of 
accidents and industrial poisoning. 

The fourth class of activities include such methods as 
the Leitsch plan of joint administration, shop committees, 
and joint boards of control. Since the workers have a 
very direct interest in all welfare work, the success of it 
depends upon the degree of co-operation given by them. 
Moreover, since they know a great deal more about the 
conditions surrounding their own employment than does 
the management in many instances, and since their reac- 
tion to welfare work is an important consideration in the 
successful administration of such work, their point of 
view, knowledge, and reactions should be capitalized. 
This can best be done through a system of joint admin- 
istration of welfare activities. In fact it may be said 
that the successful handling of welfare arrangements 
depends upon a system of joint administration ; otherwise 
they run the risk of becoming one-sided, or even 
paternalistic. 


22 INTRODUCTION 


Results Achieved 


So far the relation of welfare activities to the par- 
ticular business concerned has been brought out. This 
type of welfare work results in a greater degree of 
adaptation of the worker to his task and therefore a 
more efficient production. The incentives, both direct 
and indirect, increase the efficiency of production by 
creating a more willing and co-operative attitude, while 
joint boards provide the machinery for the intelligent 
administration of the above practices. 

But of equal importance is the relation of these prac- 
tices to the worker. The measures of the first class result 
in a greater interest and satisfaction with the job. Hence 
the possibility of advancing to positions calling for more 
skill and experience and offering higher wages is obvi- 
ously greater. Practices falling in the group of direct 
incentives assure a higher income and therefore a higher 
standard of living. While the indirect incentives are 
more varied in their advantages to the worker, they tend 
to stabilize his standard of living and to enhance his 
physical well-being. The fourth class of practices, shop 
committees, etc., constitutes an education in democracy, 
self-discipline, and the assumption of responsibility. 


Relative and General Advantages 


Employers’ welfare work may also be classified from 
the standpoint of competitive advantage, much as Slichter 
classifies the means of reducing the turnover of factory 
labor. There are those activities which are effective only 
when applied by individual employers or small groups of 
employers, such as raising wages and reducing hours. 
Then there are those which absolutely require the united 


8 Slichter, p. 223. 
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action of large numbers of employers, such as the regu- 
larization of employment so far as unemployment is due 
to the lack of co-ordination between industries. And 
finally, there are those methods which can be applied 
effectively by individual employers but are also effective 
when used by employers in general, such as the reduction 
of sickness and accident rates, and the regularization of 
employment so far as unemployment is due to defects in 
the organization of separate industries. The first set of 
means distinguished are relative, the second are general, 
and the third both relative and general. 


The Problem 


It is the purpose of this study to trace the develop- 
ment of employers’ welfare work in the chief countries 
of Europe and in the United States, to compare the main 
tendencies revealed and the results accomplished with 
emphasis upon recent achievements in this country. The 
evolution of this. work reveals long stretches of dotted 
line and wide variations in practice from time to time and 
from place to place, but there can be no doubt that the 
systems of manorial and gild economy, even of slave 
economy, offer ample illustrations of employers’ welfare 
work, understood in the broad sense. 

Welfare methods will be found to vary with social 
and economic conditions—indeed will be found to vary 
somewhat in the different countries because of the oper- 
ation of certain important factors of national life. 

It is the primary problem of this book to trace and 
establish the historic continuity of employers’ welfare 
work, and a secondary problem to relate the methods 
used to prevailing social and economic conditions on the 
one hand, and to the achievement of socially sound rela- 
tions between employer and employed on the other. 


Part II—Medieval Welfare Work 


CHAPTER III 
MANORIAL WELFARE PRACTICE 


Forms of Employment 
The various forms of the employment relation are: 


1. Domestic labor in a system of independent household 
economy. 

2. Slave labor. 

3. Predial services of the villein. 

4. Free labor governed by custom as in the handicraft 
system. 

5. Free individual contract followed by the collective bar- 
gain of modern industry. 


A review of these forms suggests the inference that em- 
ployers’ welfare institutions of today have their analogies 
in earlier arrangements very similar in character. It is 
the purpose of this chapter to present examples of medi- 
eval welfare activities as practiced by manorial lords and 
masters of handicraft and to show that the above-men- 
tioned inference may be converted into a positive con- 
clusion. 


Level of Accepted Practice 


Welfare work cannot be defined unless there is a 
fairly definite level of accepted employment practice. 
This level may be determined by custom, by law, or by 
the relation between the supply and demand for labor. 

24 
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Accordingly, such benefits as may have been granted to 
the worker at various times cannot be called welfare 
work unless they exceeded the demands of custom, of 
law, or of the market. Thus the precise character of the 
problem in this chapter is to describe the social controls 
according to which employment practices were standard- 
ized in manorial as well as in gild society, and to show 
that medieval lords and gild masters occasionally allowed 
advantages to their workers which went beyond the gen- 
erally accepted practice of their time. It is also impor- 
tant to determine whether these activities were scattered 
examples of charity or systematic efforts organized in 
relation to definite, anticipated results. 


Custom Control 


The problem of manorial controls over the conditions 
of work is not a difficult one. The law of the manor was 
the custom of the manor. While the rule of custom was 
not binding upon the lord in the long run, it surely was 
from day to day. In Curtler’s “Short History of Eng- 
lish Agriculture,” we are told that “even the lord had to 
conform to the customs of the community,” and that the 
freeholders “could not manage their plots as they wished 
because all the soil of the township formed one whole and 
was managed by the entire village.” + Lipson emphasizes 
the importance of custom when he states that, “custom 
was the life of the manor, and very little was left to 
arbitrary caprice.” ? 

As the lines of development of the manorial system 
became more and more definite, current practice hard- 
ened into custom no less binding than law. In particular, 
“the generation which immediately followed the Conquest 


1W. H. R. Curtler, Short History of English Agriculture, p. 26. 
* Lipson, The Economic History of England, p. 37. 
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witnessed a crystallization of custom which preserved 
untouched for centuries the lord’s demesne and the com- 
mon fields.” * 

The main features of the manor, namely, customary 
tenure, customary services, and customary court, are 
clearly indicated in the extents or surveys, as for example 
the extent of the manor of Havoring made in 1306-1307.* 
The services of the villein were fixed and definite: there 
was week-day work and boon-day work and he knew the 
days he was required to render service for his lord and 
the days at his own disposal. In a certain manor where 
the bailiff endeavored to postpone the plowing, the villeins 
claimed that such service could be justly exacted on Fri- 
day only.® 

Carrying services and manorial dues, fines, tithes, 
amercements, and such obligations as the merchet, the 
head tax, heriot, and relief, were standardized and were 
not subject to the caprice of the lord. The tithe amounted 
to a definite share, less than a tenth of the annual crops; ® 
the “great tithe” which figured in the revolt of 1524-1525 
was a portion of the corn crop, while the “little tithe” 
was generally a head of cattle.” A survey of the manor 
of Borley made in 1308 shows that the heriot was a fixed 
sum of two shillings, sixpence whenever a customary 
tenant did not possess a beast at the time of his death.® 
This practice was not uniform, however. If a deceased 


tenant on the manor of Bernehome, Sussex (1307), 
possessed no “living beast, they say that the lord shall 


have no heriot.”® The relief charged sons and daughters 


* Bland, Brown and Tawney, Select Documents, English Economic His- 
tory, Pp. 54. 

4Tbid., p. 56. 

5 Lipson, p. 38. 

¢ Hayes, Political and Social History, p. 35. 

7 Bax, The Peasants’ War, pp. 36-37. 

* Extent of the Manor of Borley, in Cheyney, Readings in English 


er Pp. 214. 
*kxtent of the Manor of Bernehome, Ibid., p. 217. 
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for entrance into a holding on the above manor amounted 
to the annual rent.*° Fines and perquisites of the courts 
on the manor of Borley were worth twenty shillings a 
year; payment of the expenses of witnesses who were 
required to attend court proceedings was “according to 
custom from a time to which, as it is said, memory does 
not extend.” 74 

A certain villein on the manor of Bernehome who 
held a house and thirty acres of land, owed yearly two 
shillings at Easter and Michaelmas. He owed a cock 
and two hens at Christmas; he was required to harrow 
two days at the Lenten sowing with his own horse and his 
own harrow; three meals were due from the lord on each 
day of service; in addition various carrying services were 
definitely specified, while the amount of the heriot and 
other obligations were clearly indicated.?? 

The value of these different services, payments in 
kind, etc., together with the cost of the meals furnished 
at the lord’s expense, were measured in shillings and 
pence in order to determine the net profit to the lord. 
These and other examples point to the conclusion that 
manorial practice was customary practice. 


Variations Between Manors 


There were, indeed, as in the instances of heriot 
above cited, wide variations from manor to manor. 
Moreover, the lord saw fit, on occasion, to turn down the 
screws. But demands which exceeded the rule of cus- 
tom were especially obnoxious to the peasants. Such 
trivial exactions as the request of the Countess of Lupfen 
to gather strawberries on some church holiday and to 


10 Tbid., p. 217. 

Extent of the Manor of Borley, Cheyney, pp. 213-214. 

12 Translation and Reprints from the Original Sources of European 
History (University of Pennsylvania), Vol. 3, No. 5, pp. 1o-r1. 
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collect snail shells on which to wind her skeins after 
spinning, are said to have been the immediate cause of 
the first serious outbreak of the Peasants’ War of 1524 
which took place at Stihlingen, in the Black Forest.** 
The corvée was cordially detested because it was uncer- 
tain and indefinite. Objections to taxes and dues not 
judicially established, as voiced in the sixteen demands 
of the United Peasants of the Black Forest, point to the 
same truth.** 

Feelings of injustice aroused whenever the lord im- 
posed heavier obligations indicate that the services and 
dues of the villein were understood to be fairly definite 
as to time and amount and that the lord was exceeding 
his legitimate rights—the rights of custom—whenever he 
thought to increase his revenue at the expense of the 
villein. The lord, no doubt, took advantage of favorable 
circumstances, just as the villeins did when wages rose 
following the Black Death; but circumstances did not 
alter appreciably over short periods and in the meantime 
the rule of custom was as binding upon the lord as upon 
the serf. 


The Copyholder 


This principle was especially true of the copyholder. 
Tenants in villeinage were not protected in the king’s 
court, and custom did not bind the lord when there was 
a strong incentive to disregard it.1° But while this de- 
scribes the relative uncertainties of the non-copyholder’s 
position, the villein whose holding was secured by written 
testimony of the roll of the manor of which he held a 
copy enjoyed a stronger position. His rights were guar- 
anteed by the sanction of law as well as by the sanction 


Bax scp. a7. 
14 Tbid., pp. 41-43. 
18 Lipson, p. 135. 
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of custom; only the customary obligations could be en- 
forced under a copyhold.1* Thus the differentiation of 
the copyholder as a type of villein who could not be 
encroached upon by his lord under any circumstances 
shows how customary manorial practice hardened into 
law, and, accordingly, the prestige which custom must 
have held.17 


Motives Behind Welfare Work 


Was it generosity on the part of the lord or studied 
calculation which urged him to accord favors not cus- 
tomarily required? If it is a difficult and usually gra- 
tuitous task to scrutinize the motives of the modern 
capitalist, it is still more difficult, not to say hazardous, 
to search those of the medieval lord. We may safely 
assume that he knew how to take care of himself and be 
generous on occasion as well. Such illustrations of wel- 
fare work as are recorded in this chapter indicate on the 
whole that welfare practice was not a reasoned phase of 
manorial policy, but rather a spontaneous expression of 
good-will or the product of a sense of duty imposed by 
the church; in some cases it was more or less obviously 
a clever stroke of business, but no definite policy was 
evolved. 

Accordingly, manorial welfare activities were spas- 
modic in character as a rule, and usually were neither 
regulated nor studied with reference to results. The 
exploitive margin of welfare work was very narrow; 
there was no labor turnover to contend with and the 
peasants were not engaged in organized efforts to ob- 


16 For a discussion of the degree of protection enjoyed by copyholders, 
see R. H. Tawney, The Agrarian Problem in the Sixteenth Century, p. 
287 ff. 
an This, as a concrete case of the growth of institutions out of the 
mores, substantiates the view that conceptions of right are evolved and 
selected with reference to group welfare and survival. See Sumner, 
Folkways, especially sections 1, 23, 31, 34, 39, 40, and 61. 
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struct the channels of production. Such uprisings as the 
Jacqueries (1358) and the peasants’ revolts of 1381 and 
1524-1525, were rather symptomatic of the disintegration 
of the manorial system than indications of a generally 
prevailing condition of latent insurrection as a character- 
istic of feudal society. Large-scale manufacturers of the 
present day do well to put a policy of welfare work into 
practice because of the relation of such a policy to the 
labor turnover in particular and the efficient organization 
of production in general. The first of these inducements 
cannot be said to have existed at all during the Middle 
Ages, certainly not on the manor, while the second was 
not nearly as strong as it is today because of the rigidity 
of manorial controls. Accordingly such instances of wel- 
fare work as may be found are scattered in character. 


General Classification 


Manorial welfare activities may be arranged for pur- 
poses of convenient discussion into three groups: (1) 
those pertaining primarily to the physical well-being of 
the peasants including special feasts at the lord’s expense 
and direct provisions for the destitute by offerings of 
alms; (2) indirect aid for persons in distress such as tax 
exemptions, remission of rents and fines, and other sim- 
ilar immunities, together with such donations as stretches 
of woodland which the villeins could use to advantage in 
meeting their obligations; and (3) the conversion of base 
into free tenures and the granting of manumissions. 
While it is clear that some of these activities were care- 
fully administered with reference to definite and ex- 
pected results, as a whole they are suggestive of unsys- 
tematic, perhaps even at times wasteful, philanthropy. 
At any rate, such examples as have been found support 
this view. The instances of welfare work which show 
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that the benefits accruing to the lord were carefully 
studied are exceptional. 


“Love Meals” and “Love Bones” 


On feast days and Sundays there were occasional 
holiday games and dancing on the green “benignantly 
patronized by the lord’s family.”** When boon-works 
were rendered at harvest time the lord provided “love 
meals” in order to stimulate greater exertions, and the 
villeins in return did “love bones,’ or extra boon-works 
without any gratuities?® This savors very strongly in- 
deed of modern, studied welfare practice. While it was 
certainly customary for the lord to feed the laborers 
during the boon-days, there was no uniformity in respect 
to the provisions and benefits allowed. Sometimes the 
repast was a dry one and sometimes drink at the lord’s 
expense was added; a dry repast referred to bread with- 
out drink, although meat, broth, and cheese were fre- 
quently partaken with the bread.” 

In one record, we are told that on the last two days 
of harvesting each laborer could bring a comrade to 
supper.2t According to the Inquisition of Ardley the 
food provided by the lord on the occasion of boon-day 
service was according to the following description: for 
two men there was porridge of beans and peas and two 
loaves of “mixtil bread’”—that is, wheat, barley, and rye 


18 Hayes, Vol. 1, p. 35. 

19 Lipson, p. 35. , = 

20 Ashley, Economic History, Vol. 1, p. 9. It is a fair inference that 
exceptional departures from customary or current practice were more 
frequent during the early period of the development of the manor—a period 
of social integration which finally culminated in the “normal” institutions 
of the manor—than during the later period characterized by greater defi- 
niteness and stability. This is shown in a statement of Professor Ashley’s: 
“Tn the later custumals, the precise definition of the days upon which they 
(the peasants) were and were not to be fed at the lord’s expense, or even 
more minutely, when they were to have drink and nothing else, when 
bread and no drink—a “dry repast’? when black bread, when white, when 
even meat, broth and cheese, etc.” (P. 9.) 

oe Ibid., p. 9. 
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mixed together, with a piece of meat and beer for their 
first meal.22_ In the evening a small loaf of mixtil bread 
and two “lescas’”’ of cheese were provided. Such repasts 
were something of a luxury for the peasants, especially 
in bad years when food was scarce and the poor were 
forced to subsist on nuts, acorns, fern roots, bark, and 
vetches. In fact, Walter of Henley, a bailiff of the 
middle of the thirteenth century, who wrote a treatise 
on agriculture in which he gives advice to manorial lords, 
states: “Poor servants were accustomed to be fed on the 
diseased sheep salted and dried”; but Walter adds: “I 
do not wish you to do this.” 7% Evidently Walter per- 
ceived that it was expedient for reasons of health to 
improve upon the customary practice, and we may 
assume, since Walter was a bailiff, that he followed his 
own counsel. 


The Reeve 


The reeve was a sort of foreman of the villagers, 
chosen by the villata or body of villeins, and may be re- 
garded as the manorial analogy to the employees’ shop- 
committeeman of the present day. He represented the 
interests of the villagers as the bailiff represented those 
of his lord.2* As the elected delegate of the villeins, he 
kept an account of the day-works and compared them 
with the bailiff’s record at the end of the week.?® Ac- 
cording to an eleventh century treatise, he was responsible 
for the folk-rights as well as for the lord’s land-right,?* 
and we are not surprised to find that he sometimes repre- 


22 Curtler, p. 9. 

28 Tbtd., D. 34s 

*4The functions of the reeve do not fall within the first group of 
activities above distinguished. They are special and are discussed at this 
point for convenience. 

28 Ashley, Vol; *x;°p. 12. 

26 Lipson, p. 54. 
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sented the interests of the peasants too well, for we are 
told that the bailiff was required to know the number of 
acres to be plowed, and the amount of seed necessary for 
sowing, “lest the master should be defrauded by cheating 
geeves. -*" 


Joint Councils and Adjustment of Grievances 


The advantages of the principle of shop representa- 
tion were recognized by Walter of Henley, for he coun- 
cils lords as follows: “Have no provosts or messers 
except from your own men, if you have them, and that 
by election of your tenants, for if they do wrong you 
shall have recovery from them.” ** An unknown author 
of a treatise entitled “Seneschaucie,”’ perceived the value 
of having a system for the adjustment of grievances, for 
he states: “The lord ought to command the auditors of 
the nianors to hear the plaints and wrongs of everybody 
who complains of the seneschal, or provost, or hayward, 
or any other who is of the manor, and that full justice 
be done to franks and villeins, customary tenants and 
other plaintiffs such as by inquest can be had; and that 
the auditors do right at their peril.” *° 


21 Ashley, p. 11. The office of reeve was clearly a functionalized 
employers’ welfare institution. The view that it originated as a welfare 
practice and that it was selected for survival because of its utility from 
the point of view of the peasants as well as the lord can easily be de- 
fended. The complaint here cited shows that the reeve was inclined to 
serve the interests of his fellow serfs and sometimes succeeded too well 
in doing so. The unpopularity of the office (see Lipson, p. 54) points out 
the dilemma of the reeve’s situation: he could hardly satisfy the bailiff 
without incurring the displeasure of his fellow serfs, nor could he favor 
the latter without running the risk of censure, perhaps even of fine at the 
hands of his lord. The reeve’s main function was to serve as a convenient 
means of communication between the lord and his villeins; the office was 
clearly an advantage to both sides and if it was used by the lord to exact 
the full measure of service from his customary tenants, it was also used 
by the latter as a means of placing grievances before their lord and to 
protect their interests. Thus, as the practice developed and before it be- 
came general, it was clearly an employers’ welfare arrangement since it 
was a benefit to the worker as well as to the lord and was not required 
by custom. If it is true that the office has its origin in the village elder, 
the above view would be supported since the elder was chosen by the vil- 
lagers to represent and further their own interests. 

28 Walter of Henley’s Husbandry, p. 11 (edited by E. Lamond). 

29 Seneschaucie (author unknown), in Walter of Henley’s Husbandry, 


Pp. 93: 
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Systematic Welfare Work 


The rules of St. Robert (Les Reules Seynt Roberd) 
show that the lord sometimes gave alms to help his dis- 
tressed tenants, and that his charity needed regulation, 
for in the fourteenth rule it is advised as follows: “Com- 
mand that your alms be faithfully gathered and kept, nor 
sent from the table to the grooms, nor carried out to the 
hall, either at supper or dinner, by good-for-nothing 
grooms; but freely, discretely and orderly without dis- 
pute and strife divided among the poor, sick and 
beggars.” °° In his twenty-second rule, he emphasizes 
the importance of fair treatment and gentle language: 
“When your bailiffs and servants of lands come before 
you, address them fairly and speak pleasantly to them, 
and discretely and gently ask if your people do well, and 
how your corn is growing, and how profitable your 
ploughs and stock are, and make these demands openly, 
and your knowledge shall be respected.” * 

The anonymous author of “Seneschaucie” advises sim- 
ilarly but goes a step farther in pointing out the need for 
protecting the lord’s interests. It is counsel which mod- 
ern welfare directors and employment managers may be 
inclined to follow: “The bailiff ought to be just in all 
points and in all his doings, and he ought not without 
warrant, to take fines or relief from the land, nor en- 
franchise a woman without a seneschal, nor hold pleas 
touching fees or freehold or franchise which turn to the 
loss of the lord.” 32 While comment of this kind is not 
regarded as offering historical proof of the actual prac- 
tice of the kind of welfare work indicated, it does prove 
that there existed an exploitive margin of welfare work 


20 Les Reules Seynt Roberd, in Walter of Henley, p. 135. 
8! Tbid., p. 141. 
82 Seneschaucie, p. 91. 
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of which the more intelligent and far-seeing lords un- 
doubtedly made use. 


Scattered Philanthropies 


But though lords may have understood the advan- 
tages of “love meals,” and exceptional bailiffs such as 
Walter of Henley dimly perceived the value of system~ 
atic welfare work, it must be said that these activities 
were generally in the nature of charitable donations, 
exemptions, remissions, and immunities for cases of 
actual distress or particular personal need. King John, 
as lord of the manor of Tettenhall, granted his tenants 
a wood in order to ease their rent.** The tenants ap- 
pointed four men to keep the wood for their own profit 
and to “deliver to the said tenants house boot and high 
boot, as well of oke (oak) as of other wood.” ** A 
forester was also appointed by the tenants to care for the 
wood to their particular advantage and it was especially 
stipulated that the lord and his bailiff “shall have noth- 
ing of the wood, but only amercements of strangers, at 
the complaynt of the forster.” *° 

Fines were remitted in instances of distress. The 
court rolls of the manor of Bradford (1349-1358) show 
that a certain Agnes Chilyonge of Manningham, the 
lord’s bondwoman, was fined twelvepence for giving birth 
to an illegitimate child; but the fine was canceled because 
she was “very poor” and had “nothing.” °° Fines were 
also reduced considerably on account of poverty. A fine 
of ten pounds was levied upon a villein, by name John 

38 The Customary of Tettenhall Rigis, T. Smith English Gilds, p. 437. 

34 Tbid., p. 437. House-bote, hay-bote, or hedge-bote were the com- 


mon rights of copyhold tenants to take the necessary timber for the repair 
of houses and “stuff to make and amend hedges” from the land leased 


to them. See footnote, p. 437. 


85 Tbid., Pp. 437. 
2 Extracts from the Court Rolls of the Manor of Bradford, Select 


Documents, p. 71. The fine for giving birth to an illegitimate child was 
called Leyrwite. 
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Abbott, for beating a fellow bondman; but the Duke, 
“mindful that they are all his bondmen, and regarding 
their (sureties includes) poverty has granted of his 
especial grace that the aforesaid John Abbott and his 
mainpernors (sureties) may make fine of twenty shillings 
for the aforesaid ten pounds forfeited, to be paid at 
Michaelmas next.” *7 

Extracts from the Halmote Court Rolls (1345-1383) 
give account of a widow who received a reduction in rent 
on account of her “age and weakness of mind.” ** The 
total remission amounted to sixteen shillings, eight pence 
per year from the old rent which was twice this amount.*® 
A bondman’s daughter who took over her father’s hold- 
ing on the manor of Billingham was required to make 
payment of six pence a year and twenty autumn works, 
provided she had food.*®? Widows on the manor of 
Tettenhall were not required to pay heriot to the lord, 
unless they held lands other than their dowries, or paid 
other rents to the lord.** These and similar examples 
point out the more common kind of welfare work as 
practiced on the manor and support the conclusion that 
such work was in the nature of scattered, unregulated 
charity as a rule and that it was not systematized with 
reference to definite, expected results. 


Conversion of Tenures and Manumissions 


The conversion of base into free tenures and the 
granting of manumissions may be regarded as a third 
group of manorial welfare practices. “A grant of manu- 
mission was acquired either by purchase or as a gift from 


 Tbid., p. 71. 

88 Pennsylvania Translations and Reprints, p. 25. 
9 [bid,, Pp. 25. 

#'To1d.; ps 25; 

“ Tettenhall Rigis, p. 433. 
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the lord.” *? The Abbot of Peterborough, Lord Richard, 
manumitted a villein in the year 1278 at the instance of 
a certain good man, brother Hugh of Mutton, whose 
favor the bondman had evidently won.#® The villein, 
whose name was William, son of Richard of Wything- 
ton, together “with his whole progeny and all his chat- 
tels” was ordained “free and quit and without disturb- 
ance, exaction, or any claim on the part of us or our 
successors by reason of any servitude, forever.” ** Cer- 
tain houses, land, rents, and meadows were granted 
together with the right of primogeniture, but the pay- 
ments of merchet for giving his daughter in marriage, 
and tallage from year to year, “according to our will” 
were not withdrawn.*® Moreover, William was required 
to pay a yearly rental of forty shillings sterling; regular 
attendance at court was demanded, as was also “outside 
service of our lord the king, wardship and relief when 
they shali happen.” #® Nor was the freedman permitted 
to “give, sell, alienate, mortgage, or in any way encum- 
ber” the property given to him.*7 Then as now, freedom 
was obviously a relative term. 

Two villeins on the manor of William de Staunton 
were emancipated previous to starting on the crusade of 
Richard the First. These grants were made in the form 
of charters witnessed by the lord of the manor during 
the decade 1190-1200.*® It appears that the lord did not 
accompany Richard and that these villeins served in his 
place. One of them, upon his return, received an endow- 
ment from his lord which essentially amounted to the 


“1 Ibid, p. 32. : - : , ’ 
48 Stenton, Early Manumissions at Staunton, English Historical Review, 


Vol. XXVI, p. 96. 
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conversion of a base into a free tenure. The fourth of 
the charters above mentioned makes a grant of two 
bovates of land on condition that the beneficiary “render 
yearly the pound of incense and the pound of cummin to 
the rector of Staunton.” *° 

Other documents indicate that limiting conditions 
were not always attached ; certainly they were not always 
as severe as in the first instance mentioned. A certain 
villein manumitted by the Abbot of Stonleigh, was de- 
clared to be “free of his body with all his brood and his 
chattels hereafter forever; so that neither we nor our 
successors shall be able to demand or claim anything in 
him or his brood or his chattels, but by these presents we 
are wholly excluded.” ®° In like manner the Abbot of 
Selby manumitted a bondman “with all his brood and all 
his chattels,” making him “free, at large, and quit of all 
bond of serfdom, so that neither we nor our successors 
nor any man in our name shall be able henceforth to 
demand, claim, or have any right or claim or any action 
in the aforesaid John (the villein), his brood or his 
chattels, by reason of serfdom, villeinage or bondage.’”®? 
In these last two examples the grant of freedom appears 
to have been a more liberal one. 


A Charter of Liberty 


There is at least one instance of a charter of liberty 
allowed to all of the villeins on a manor. The Earl of 
Cornwall gave the customary tenants of his manor of 
Corsham the whole of the manor “with the rents, 
demesnes, meadows, feedings and pastures to the said 


* Ibid., pp. 96-97. Two bovates of land were equivalent to the virgate 
or yardland, namely a peasant’s unit of holding. 
5 The eens ao a Villein (Anuent Deeds, A 10279), 1334, 
Select Documents, pp. 
5 Grant of a Boaecne ‘(Duchy of Lancaster, Misc. Bks. 8, f. 81 d.), 
1358, Select Documents, p. 98. 


MANORIAL WELFARE PRACTICE 39 


manor pertaining, saving to us a third part of the 
meadow of Myntemede, which third part the said cus- 
tomary tenants shall mow, carry and cock at their own 
costs, saving also to us the site of our fish-pond, our 
parks, our warren, pleas, perquisites and all escheats 
which can escheat to us or our successors.” °? An annual 
rental of 110 marks was provided for in return for all 
services and demands previously exacted. It is especially 
noteworthy that the customary tenants were declared to 
be forever “quit of tallage, and view of frankpledge, and 
all other customs and services to us or to our heirs per- 
taining.” Thus it is clear that the change in tenure was 
accompanied with a corresponding change in status. It 
seems that the customary tenants were inclined to be 
rebellious and that the grant was designed to preserve an 
“nderstanding,” for the charter stipulates that “if any 
of our said customary tenants of our said manor of Cor- 
sham be rebellious, contravening the form of this writing, 
our bailiff for the time being shall have power to distrain 
him by lands and chattels to observe more fully all the 
things above said according to the tenor of this writing.” 
This example clearly foreshadows present-day welfare 
work which aims to create an attitude of good-will on 
the part of the workers as a condition of efficient 
production. 


Conclusions 

No doubt all of the instances of manorial welfare 
work cited above are theoretically traceable to definite 
“interests” on the part of the lord. But the examples 
where such a relationship is clear and undeniable are too 
few in number to warrant the conclusion that manorial 


52 Grant of 2 Manor by a Lord to the Customary Tenants at Fee Farm 
(Patent Roll, 6 Edward III, p. 2, m. 27), ante 1272, Select Documents, p. 81. 
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welfare work was studied with reference to results. 
There are no proofs that a policy of welfare practice 
evolved in relation to the conscious recognition of an 
exploitive margin of welfare work, although it is clear 
that such a margin existed. Accordingly, such welfare 
activities as have been described are better characterized 
as scattered acts of philanthropy than as studied welfare 
practice made an integral phase of business policy. 


CHAPTER: ITV 
GILD WELFARE WORK 


General Nature of Gild Welfare Arrangements 


A great variety of employment arrangements guar- 
anteed security of living conditions to masters of handi- 
craft as well as to their journeymen and apprentices in 
medieval industry. These arrangements became func- 
tionally integrated into a system known as the gild sys- 
tem, and while it cannot be shown that they were the 
direct results of a consciously directed policy of welfare 
work, it can be shown that they were welfare activities 
in the sense of being socially desirable standards of 
employment practice, consciously selected because of in- 
herent advantages to all parties concerned—that is to the 
employer, the employee, and the consumer. Thus, in 
point of origin and development these arrangements con- 
form to the definition of welfare work already given, 
since they were neither required by law, by custom, nor 
by the conditions of the market. They were gradual 
developments within the gild, and not until gild institu- 
tions had taken definite form were they enforced by 
sanctions of law or custom. If they are usually described 
as customary, or as legal, it is because they evolved into 
definitely functionalized employment practices; they 
originated as departures from current practice as all em- 
ployers’ welfare activities do, and in time became accepted 
standards which were rigidly enforced. Thus, by anal- 
ogy the fundamental social significance of present-day 
employers’ welfare activities is brought out. 

41 
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Social Controls 

The problem of determining the nature of controls 
over the employment relation as it existed in the handi- 
craft system of production during the Middle Ages is 
considerably more complex than that of determining the 
nature of manorial controls. Three distinct orders of 
control were in operation at various times and places in 
varying degrees: custom, law, and the market. Legal 
and semi-legal controls were of three kinds: those cen- 
tered in the formal organization of the craft gild or the 
gild merchant, municipal regulations, and national regu- 
lations... The first of these have been described as in- 
ternal, the second and third as external;* customary 
controls over the employment relation were internal. It 
will become evident in the course of the discussion that 
the internal controls were by far the most important so 
far as relationships between the master craftsman and 
his apprentices and journeymen were concerned. 


Evolution of Controls 


That custom-control was by no means a negligible 
factor in the craft gild organization, especially before the 
beginning of the fifteenth century when lines of develop- 
ment crystallized into a fairly uniform and stable type,° 
is clearly revealed by a multitude of facts. The custom 
was prevalent in medieval towns of segregating or local- 
izing the trades, so that all the goldsmiths dwelt in one 
quarter, the shoemakers in another, the clothiers in a 
third, etc.;* this is indicated by the street names of the 


1 While gild institutions were not peculiar to England, the description 
in this chapter is based primarily upon conditions in the country named. 

2 Salzmann, English Industries of the Middle Ages, p. 200. 

*“The organization of industry and its counterpart in civic institutions 
did enter, about the beginning of the fifteenth century, into a period of 
comparative stability and permanence, which lasted for more than a hundred 
years.” (Ashley, Economic History, Bk. 2, p. 69.) 

*Salzmann, p. 217, 
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older English towns.° That current practice of this kind 
evolved into regulative measures is shown by several 
restrictive laws: segregated rows of stalls were assigned 
in the markets to distinct occupational groups; hawkers 
could dispose of their goods only in certain places and 
at certain times; ® special market-steads or market build- 
ings were often allotted to strangers; the municipalities 
actually erected rows of “booths,” “houses,” or “halls” 
and assigned them to certain crafts.” 

Rules and regulations governing the relations between 
master, journeymen, and apprentices were likewise de- 
velopments from custom. This is indicated by a quota- 
tion from Lipson as follows: “In the early days of the 
gild system the institution of apprenticeship was appar- 
ently left unregulated, but the borough codes of by-laws 
rapidly expanded as its importance became more gener- 
ally recognized.” * The rule that every man who had 
three apprentices should keep one journeyman was a 
customary restriction.® When several industries which 
were passing from the gild system to the domestic system 
found it expedient to break away from this customary 
control, prohibitory legislation was enacted.’® 

The custom of London in respect to the term of 
apprenticeship was to require a seven-year period.1? The 
rule that even the journeyman must have served a seven 
years’ apprenticeship was a gradual development.” 


5 Ashley, The Economic Organization of England, p. 29. 

6 Salzmann, p. 217. has 

7 Ashley, Bk. 2, pp. 19-20. The rents were a source of municipal 
revenue. 

8Lipson, p. 290. The following statement of Lambert points out, the 
same truth: “The mere fact of a lad becoming the pupil of a skilled 
workman for a definite time, in order to learn the secrets and dexterity 
of the trade, is one which follows from purely natural (sic!) causes, and 
is universal. The custom seems to shade off indistinguishably into the 
transmission of a hereditary craft, and lends itself readily to the theory 
of Sir Henry Maine, as to adoption and artificial kinship.’”” (2,000 Years 
of Gild Life, p. 195.) 

® Ashley, Bk. 2, pp. 94-98. ‘ 

10 The Statute of Apprentices (5 Eliz. c. 4, sec, 26). 

11 Ashley, The Economic Organization of England, p. 38. 

12 Tbid., p. 38. 
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Slowly the custom of London requiring seven years’ 
apprenticeship spread and in 1563 it was made compul- 
sory throughout the country.1* But before the passing 
of this enactment took place, the practice referred to 
became formally embodied in certain gild ordinances, as 
for example the spuriers of London (1345),** the weav- 
ers of Kingston-upon-Hull (1490),1° the skinners and 
glovers of Newcastle-upon-Tyne (1437),*® and others.*” 

The relation between the master craftsman and his 
apprentices and journeymen was patriarchal in character. 
There were customary obligations which were binding 
upon both parties: the master was obliged to give in- 
struction, food, clothing, and lodging to his apprentices, 
who in turn were responsible for their own good be- 
havior. By the indenture, which contained the special 
provisions under which the apprentice was placed with 
his master, the former became a member of the family 
of the latter who furnished guardianship as well as in- 
struction.1* If the master did not fulfil his duties the 
apprentice was at liberty to withdraw. Lipson cites the 
instance of the Cappers of Coventry where an apprentice 
complained that he had not “his sufficient findings accord- 
ing to the customs of the city,’ and where the wardens 
of the gild could if necessary transfer the apprentice to 
some other master.’® A similar limitation upon the lib- 
erty of the master is brought out in connection with the 
punishment of a certain tailor of Exeter in 1482. The 


18 Lipson, p. 283. 

14 Pennsylvania Translations and Reprints, Vol. 2, sec. 1, p. 21. 

18 Lambert, p. 206. ‘ 

1° Walford, Gilds, p. 189. 

7 “Municipal and craft ordinances, when they touched upon the proper 
term of apprenticeship, usually insisted upon its lasting at least seven 
years.” Ashley, Bk, 2, p. 86. The Statute of Apprentices prescribed the 
seven term. “ PROS ia 

rentano, History an evelopment o ilds, . CXXiX-Cxxx, e 
also an “Indenture of Apprenticeship” (Ancient Dear A 10022) Fae tie 
Select Documents, p. 147. : 

19 Lipson, p. 280, ’ 
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tailor in chastising his servant bruised the latter’s arm 
and “broke his head,” whereupon the master and wardens 
of his craft ordered the offending party to pay five shill- 
ings to his servant to cover the doctor’s bill, three and 
four pence for a month’s board, fifteen shillings dam- 
ages, and also a fine of twenty pence to the craft.?° 
These arrangements were primarily in the field of 
custom control; in time they became embodied in the gild 
ordinances and municipal statutes. To cite another ex- 
ample, the apprentices of the London spuriers were 
enrolled “according to the usages of the city,” ** and 
instances could easily be added showing that employment 
relationships of the medieval gilds were largely controlled 
by custom and that these customs gradually crystallized 
into gild enactments, municipal regulative measures, and 
even to a certain limited extent into national statutes. 


Periods of Gild Development 

Well-marked periods of gild development may be dis- 
tinguished from the standpoint of controls. Down to the 
end of the thirteenth century, industry was of a local 
rather than of national importance and was regulated by 
custom rather than by law.?? While considerable ad- 
vance was made in the fourteenth and fifteenth centuries 
toward the substitution of a national economy for a town 
economy in England, this result can hardly be said to 
have been accomplished until the sixteenth century.’* 
“The Elizabethan legislation sums up and rounds off the 
work of the previous two hundred years.” ** During 
these two centuries town economy was at its height and 


20 Ashley, Bk. 2, p. 106, / ; 
21 Cheyney, Readings in English History, p. 210. 
22.Select Documents, p. 152. (Authorities are Bland, Brown and 
Tawney.) 
23 Ashley, Bk. 1, p. 206. See also Bland, Brown and Tawney, p. 280. 


24 Bland, Brown, etc., p. 153. 
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the gild ordinances and municipal statutes exerted a 
dominating influence in the control of industry; “the 
organization of industry and its counterpart in civic insti- 
tutions did enter about the beginning of the fifteenth 
century into a period of comparative stability and per- 
manence which lasted for more than a hundred years.” *° 
This is also indicated by the fact that during the four- 
teenth and fifteenth centuries the government of many 
towns gradually passed from the hands of the burgesses 
at large into those of a close, select body.”® 

The following conclusions would therefore seem to 
be tenable: (1) that English industry was largely under 
the sway of custom until the end of the thirteenth cen- 
tury; (2) that during the fourteenth and fifteenth cen- 
turies the most serviceable customary controls evolved 
into gild ordinances which were standardized and gener- 
alized by means of municipal regulation; (3) this period 
was a time of specialization and consolidation—during 
the first part of the period lines were not tightly drawn 
and every apprentice had an opportunity of becoming a 
journeyman while every journeyman could become a 
master; (4) toward the end of the fourteenth and at the 
beginning of the fifteenth century, the lines hardened and 
gild institutions became rigid—the class of journeymen 
grew proportionately larger because opportunities of be- 
coming masters were nil, and hence journeymen’s socie- 
ties were formed.’ 


Socialization of Industry 


Whether the process of differentiation and integration 


25 Ashley, Bk. 2, p. 69. 

26 Gross, The Gild Merchant, Pp. 110. 

77 The lines were tightened by direct and indirect obstructions; the 
former included entrance fees for becoming a master and the requirement 
of a masterpiece of workmanship (metsterstiicke); with the development of 
the system more capital was needed to set up independently. 
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of industrial practices resulting in the development of 
definite, rigid forms took place because the welfare of 
the community was dependent upon the enforcement of 
socially desirable standards or because of the conflicts of 
purely individualistic interests, need not be inquired into 
here; suffice it to say that a complete system evolved 
which aimed “to keep all the organs of society in their 
accepted relations to each other and to preserve all in 
activity in the measure of the social needs.”** Two 
additional points are clear: (1) that the craft ordinances 
and municipal regulations hastened a process of social- 
ization which was rapidly going on; and (2) as condi- 
tions greatly changed in the fifteenth and sixteenth 
centuries when widening markets disintegrated the gild 
system, statutes were passed aiming to preserve those 
standards which had become firmly established.?® 


Gild Welfare Arrangements 


Whatever its origin may have been, the gild as a new 
departure in industrial organization was distinctly and 
uniquely an employers’ welfare institution.°° It included 
in its organization apprentices and journeymen as well as 
master craftsmen, and numerous gild ordinances refer to 
a variety of protective arrangements which secured the 
economic independence of the gild members and aided 
them in time of distress. 

These protective arrangements were not in the nature 
of so-called “welfare” work on behalf of journeymen and 


28 Sumner, Essay on State Interference, in War and other Essays, p. 
216. Sumner sees only one side of the problem when he writes that the 
“plan failed entirely,” and that “It was an impossible undertaking, even 
in the narrow arena of a medieval city.” (Jbid., p. 216.) 

22 As for example, the Statutes of Apprentices and numerous gild 
ordinances of the later period. See especially Lambert, 2,000 Years of 
Gild Life. > 

80 Farliest mention of the craft gilds is in_the reign of Henry I; 
reference is made to the gilds of the weavers of Oxford, untingdon, Win- 
chester, Lincoln, and London, the fullers of Winchester, and the cord- 
wainers of Oxford in the Pipe Roll of Henry I. (Gross, p. 114.) 
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apprentices, in any special sense. There was, in fact, no 
need for such work since the lines of promotion from the 
status of the apprentice and the journeyman to the status 
of master were open. It is characteristic of the welfare 
of the craft gilds that they provided either direct or in- 
direct advantages to all parties concerned. There was 
the common box which was used to provide benefits for 
poor masters covering various kinds of disability, includ- 
ing sickness, incapacity, old age, and unemployment; care 
was given to dependent members of a deceased work- 
man’s family and funeral payments were allowed in case 
of need; employees were protected from harsh masters 
and wages were standardized in the interest of a cus- 
tomary standard of living; night work was prohibited, 
not directly in order to protect the workers’ health to be 
sure, but in order to guard against a ruinous competition 
and to protect the consumer against badly made wares, 
thus maintaining the good standing of the gildsmen; 
schools and almshouses were erected; hours of work were 
regulated ; holidays and feast days were allowed and en- 
forced; products were inspected in order to safeguard 
the consumer and to establish the reputation (good-will) 
of the gilds; chantries, candles, and prayers for departed 
brethren were provided for out of the common purse; 
terms of apprenticeship were at first regulated so that 
every apprentice had a chance of becoming a journey- 
man, and every journeyman a master; religious pageants, 
common celebrations of feasts, and festivals were among 
the social activities encouraged. 

Brentano may have overstated the function of mutual 
solicitude when he argued that “the object of the early 
craft-gilds was to create relations as if among brothers; 
and above all things, to grant to their members that 
assistance which the member of a family might expect 
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from that family”; * on the other hand, Professor Selig- 
man somewhat depreciates this function when he stresses 
the economic aspects of the gild societies.*? But the 
social and economic categories are by no means mutually 
exclusive or even contradictory ; in regulating their trade 
monopolies by limiting output, standardizing products, 
fixing prices, and controlling the number and periods of 
apprentices and journeymen, they were protecting the 
conditions of their working lives—their standard of liv- 
ing; in supporting each other in time of sickness, poverty, 
unemployment, incapacity, etc., they created a group 
solidarity and feeling of common purpose without which 
the organization could hardly have survived. 


Guaranties Against Economic Insecurity 

The welfare arrangements above outlined need to be 
reviewed in detail. We shall consider first those activities 
which aimed to secure the economic independence of the 
gild members. Such activities were in the nature of 
entrance fees, general assessments, contributions, and 
bequests used to provide benefits covering the risks of 
accident, poverty, old age, unemployment, and incapacity 
for work because of the loss of sight, speech or hearing, 
or similar accident.*? Financial aid was also given in 
case of loss by fire, floods, robbery, shipwreck, and im- 
prisonment.* There were also provided funeral benefits, 
dowries for the daughters of poor brethren, loans or gifts 
to young members struggling for a place in the world, 
and aid in the event of penal mulcts or legal exactions. 

The white leather dressers of London (1346) allowed 
a weekly payment of seven pence for the support of any 


81 Brentano, pp. cxxiv-cxxv. 
82 Seligman, Medieval Gilds of England, p. 68. We 
38 For the sources of income of the craft gilds, see Brentano, p. cxxvill. 


84 Walford, p. 7. 
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member of the trade fallen into poverty, “whether 
through old age or because he cannot labor or work.” * 
In the event of death the same amount was paid weekly 
to the deceased’s wife, “so long as she shall behave her- 
self well and keep single.” ** Funeral benefits were also 
granted when the departed member “had not the where- 
withal to be buried.” *7 The peltyers (furriers) of Nor- 
wich (1376) gave weekly assistance to brothers and 
sisters fallen into “misease’” provided they were not to 
blame by their own folly.** The tailors of the same city 
(1350) allowed regular aid to the poor and maimed,*® 
and the carpenters (1375) also helped poverty-stricken 
members and those suffering a misfortune.*° 

The carpenters of London (1333) and the merchant 
tailors of Bristol provided unusually liberal weekly allow- 
ances. The former enacted that “if any brother or sister 
fall into poverty by God’s hand or in sickness . . . so 
that he may not keep himself, then shall he have of the 
brotherhood each week fourteen pence during this 
poverty,” but no payment was made until “after he hath 
lain sick a fortnight”; the merchant tailors allowed 
twelve pence every week from their “common goods.” #1 
The ordinances of the palmers’ gild of Ludlow (1284) 
emphasize very strongly mutually protective arrange- 
ments and indicate that the teaching of brotherhood 
fostered by the church is largely accountable for the 
similar practices of the craft gilds. The palmers’ gild 
gave aid to their sick out of the common fund and in 
case of leprosy, blindness, accident, or any incurable dis- 
order, the goods of the gild were used to render assist- 
ance.*? 


* SGI E p. 211. ee p. 35- 
id., p. 211. id., p. 35. 
7 Tbid., p. 211. “ Lipson, p, 305. 
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88 Smith, p. 31. “@ Walford, p. 131. 
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There were other benefits similar in purpose though 
different in kind, such as payments made to members 
who suffered losses due to robbery, the death of a beast, 
fire or flood, imprisonment and legal fines. The ordi- 
nances of palmers read as follows in this respect: 
“When it happens that any of the brethren or sisteren 
of the gild shall have been brought to such want, through 
theft, fire, shipwreck, fall of a house, or any other mis- 
hap, that they have not enough to live on; then once, 
twice, thrice, but not the fourth time, as much help shall 
be given to them, out of the goods of the gild, as the 
Rector and Stewards, having regard to the deserts of 
each, and to the means of the gild, shall order; so that 
whoever bears the name of this gild shall be upraised 
again, through the ordinances, goods, and help of his 
brethren.” *? It was also enacted that, “if any brother or 
sister be cast into prison within the kingdom of England, 
or that a man or his goods be in any way unrightly seized, 
our Rector and Stewards shall, without delay, use every 
means in their power to get him and his goods freed. 
This they shall do at his own cost if he can bear the 
charge; but, if he has not enough, the common fund of 
the gild shall be taken in aid, so as to enable them faith- 
fully and happily to do what ought to be done under 
this ordinance.” 44 Dowries were allowed girls of mar- 
riageable age whose fathers did not have the necessary 
means; or if they preferred entering a religious house 
the gild provided the necessary funds.® 

Features similar to these were more or less common 
to all of the gilds regardless of the primary purpose for 
which they were founded.*® Brentano informs us that 
“in cases of insolvency at death the funerals of poor 


4 Smith, p. 193. 45 Thid., p. 194. 
44 Tbid., de 193-194. 46 See Walford, p. 6 ff. 
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members were to be equally respected with those of the 
rich.” 47 Loans of money were sometimes granted under 
special circumstances only; in other cases loans were 
regularly allowed and there were gilds which made an 
especial feature of granting “free loans” or gifts to the 
young for the purpose of enabling them to attain a 
certain social status.*® 


Unemployment Benefits 


Unemployment benefits were included among the 
many beneficent activities of the craft gilds. A special 
master or a journeyman was sometimes appointed by 
the gild to locate jobs for the wandering journeymen.*® 
This was especially true on the continent, where a period 
of traveling was required of the journeymen before he 
could set up as a master. If the journeyman found no 
work he received in various crafts a sum of money to 
support him on his journey to the next town; the sum 
was called the donation (das Geschenk) and was taken 
from a fund to which the masters contributed as well 
as the journeymen.*° Among the carpenters of London 
a craftsman was expected to find whatever work he could 
for a fellow-member who was in need of work.*! “If 
any brother go idle for default of work and another 
have work whereon he may work his brother, and that 
work be such that his brother can work it, then shall 
he work his brother before any other and give him as 
another man would take of him for the same work.” *? 


Regularization of Work 


The white tawyers of London arranged for the dis- 
tribution of work which fell heavily upon certain mem- 


47 Brentano, p. cxxxiii. 50 [bid., p. cliii. 
“8 Walford, p. 6. 51 Lipson, p. 309. 
«° Brentano, p. cliii. 52 Quoted by Lipson, p. 309. 
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bers while others were not being rushed. The gild pro- 
vided that, “if any one of the said trade shall have work 
in his house that he cannot complete, or if for want of 
assistance such work shall be in danger of being lost, 
those of the said trade shall aid him, that so the said 
work be not lost.” *®* Institutions similar to the labor 
exchanges of the present day existed in certain places. 
The shoemakers’ gild of Armstadt in Thuringia estab- 
lished an inn where all wandering journeymen had to 
turn in; here work was found for the journeymen who 
were also enabled to obtain meals and lodging at rea- 
sonable rates.°* English gilds frequently called upon un- 
employed workmen to assemble at fixed hours and places 
for the purpose of obtaining work, as for example, the 
Flemish weavers of London (1370), the carpenters, 
masons, tilers, and daubers of Coventry (1553), as also 
the unemployed of Norwich and Worcester.” Other 
regulations of the gilds may be interpreted as designed 
to guarantee work for all gildsmen ; the regulation, for 
example, that no one shall set any woman to work, other 
than his wedded wife or his daughter,” °° and the reso- 
lution of the London spuriers prohibiting night work.°’ 
These activities, together with those described in the 
preceding paragraph, point out something more than that 
the gilds were vitally concerned in the matter of the well- 
being of their members. They suggest that the interests 
of the weaker and less fortunate members were bound 


8 Pennsylvania Translations and Reprints, Vol. 2, Sec. 1, p. 24. 

54 Brentano, p. cliv. 

55 Lipson, pp. 309-310. 

56 Ashley, Bk. 1. : 

St? Pennsylvania Translations and Reprints, Vol. 2, sec. 1, P. 21. As 
pointed out by Brentano, the nominal object of this statute was to insure 
the good entity of wares; the real ground, however, was the well-being 
of the gild brothers. The underlying purpose was to “prevent the collec- 
tive body from being forced to over-exertions by the competition of a few 
too zealous for gain, and from_being thus deprived of every enjoyment of 
life.” (Brentano, E cxxx.) For additional examples regarding the com- 
petition of woman labor see Salzmann, p. 228. 


54 MEDIEVAL WELFARE WORK 


up with those of the stronger and abler, and that the 
latter in contributing to the welfare of the former were 
creating a situation which guaranteed their own security 
and progress. This is the fundamental meaning of all 
welfare work. 


CHAPTER V 


GILD WELFARE WORK 
(CoNTINUED) 


Sunday and Holiday Observance 


The observance of Sundays and holidays was a dis- 
tinct feature of gild welfare activity. Some gilds allowed 
considerably more leisure than others, and these ex- 
amples offer illustrations of welfare work rather than 
those which merely conformed to current practice. The 
fullers of Lincoln, founded in 1297, prohibited work on 
festival days and allowed half-holidays on Saturdays.’ 
The weavers of London prohibited work between Christ- 
mas and Purification-day and frequently the gilds 
stopped work on the eves of double feast days.? The 
feltmakers, curriers, and armorers of Newcastle-upon- 
Tyne did not work on holidays or on Saturdays later than 
five o’clock; the barber chirurgeons of the same place 
ordained that no barber, apprentice, or servant should 
shave on a Sunday, neither within the town nor without 
by a mile’s space? The spuriers of London provided 
that “no one of the said trade shall hang his spurs out 
on Sundays, or on any other days that are double feast 
days; but only a sign indicating his business.” * While 
Sunday observance and granting of holidays on the 
greater festival days as well as on certain local festivals 
were evidently current practices,> there were frequent 


1 Walford, p. 160. 
2 Brentano, p. cxxxi. 
% Walford, p. 198. : 
4 Pennsylvania Translations and Reprints, Vole-z, sec. 3, pp. 22: 
5 Salzmann, p. 212, 
55 
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prohibitive enactments indicating that certain crafts plied 
their trade on these days; the Bishop of Worcester, for 
example, in 1441, forbade the shoemakers of Gloucester 
to work on Sundays.® That such shops were sometimes 
open on Sunday mornings is shown by the shoemakers 
of Bristol who were allowed to serve a knight, a squire, 
a stranger on a journey, a merchant or a mariner coming 
from the sea, any time of day, and in fact were. per- 
mitted to serve anyone else who required boots during 
the six Sundays of harvest.’ 

Examples of this kind, together with the enactment 
of prohibitive measures such as that of the Bishop of 
Gloucester, are proof that the same standards of Sunday 
and holiday observance were not everywhere enforced 
and that guaranties against unfair competition were 
needed for the protection of those masters who per- 
mitted liberty on these days. 


Hours of Work 


Closely related to practices of this kind were meas- 
ures regulating hours of work, the duration of appren- 
ticeship, and the wages of apprentices and journeymen. 
The ordinance of the spuriers of London reads that 
night work must be prohibited “by reason that no man 
can work as neatly by night as by day.”® Several ad- 
ditional reasons are mentioned, all of which emphasize 
the importance of protecting the public; but it is prob- 
able that the spuriers considered it equally important 
to prevent the spread of a practice which endangered 
their monopoly.® 


* Lipson, p. 300. 

™The Little Red Book of Bristol, Vol. 2, p. 168. 
® Cheyney, p. 209. 

®See footnote 4. 
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Theory of Gild Welfare Arrangements 

In this instance as in many others, the self-interest 
of the masters in attempting to standardize a welfare 
practice coincided with sound public policy and the in- 
terests of apprentices and journeymen as well. This 
was probably not true, however, during the later period 
of gild development when apprentices and journeymen 
had little or no chance of becoming masters and the gilds 
were highly exclusive monopolies, but it certainly was 
true during the early period when apprentices and jour- 
neymen alike had every incentive to encourage the pro- 
tective devices of gild organization. 

It is clear that gild welfare arrangements were sys- 
tematically developed and that they must be interpreted 
from the standpoint of a community of interests, in- 
cluding consumers and employers as well as employees. 
Contrary to manorial welfare practice, they were not 
scattered acts of philanthropy, but consciously related to 
definite ends in which all parties were vitally concerned. 
‘More technically stated, the functional integration of a 
great variety of welfare arrangements resulted in the 
development of a compact industrial organization serving 
the interests of consumer, employee, and employer. 


The Period of Apprenticeship 


This is very certainly shown by practices relative to 
the duration of apprentices and the regulation of wages. 
Professor Ashley informs us that it was “very common 
in wills of the later part of the fourteenth century to 
find masters releasing their apprentices from their en- 
gagements, or bequeathing to them the remainder of 
their terms; very much as they might leave money gifts 
to them.”1?° No doubt such bequests were particular 


10 Ashley, Bk. 2, p. 85. 
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benefits to certain apprentices, but they were not advan- 
tages to apprentices as a class; neither were they gains 
to the public which was interested in maintaining high 
standards of workmanship. Moreover, they involved 
competitive advantages to certain masters and were there- 
fore inimical to the interests of masters as a group. 

Accordingly, we find restrictive measures which for- 
bade the reduction of the term of apprenticeship. The 
white tawyers of London in their ordinances of 1346 
provided that, “no one who has not been an apprentice, 
and who has not finished his term of apprenticeship in 
the same trade shall be made free of the same trade; 
unless it be attested by the overseers for the time being 
or by four persons of the said trade, that such person is 
able, and sufficiently skilled to be made free of the 
same.” 14. An enactment of Aberdeen illustrates the same 
point: ‘The master shall in no wise directly or indi- 
rectly, under what someever colour or pretext, give his 
prestiss any backhand or discharge of any of the years 
contained in his indenture.” }? 

As already shown, the enforcement of a definite, com- 
pulsory period of apprenticeship was a very gradual 
development; at Strassburg, for example, apprenticeship 
was not compulsory in all gilds until the end of the 
fifteenth century,’* and in the later gild system of Eng- 
land, after it had taken definite form, “every person who 
wished to enter into an organized industry had first to 
pass through a period of apprenticeship.” 14 That the 
institution secured a more thorough training and a more 
efficient workmanship than would otherwise have been 
possible cannot be gainsaid. 


11 Select Documents, p. 138. 

32 Quoted by Ashley, Bk. 2, p. 173, 
43 Tbsd.; p. 173. 

14 Tbid., p. 84. 
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Regulation of Wages 


The regulation of wages likewise urges the conclu- 
sion that the compulsory standardization of employment 
practices as it took place in the medieval gild served the 
interests of all parties concerned. In the ordinances of 
the cordwainers in 1408 it is openly stated that the wives 
of the masters gave and promised certain “courtesies” 
over and above the covenant between master and man,’° 
and accordingly it was agreed “that neither the masters 
nor their wives nor any other in their names henceforth 
promise or cause to be promised or given to any servant 
privily or openly more than is before ordained on pain 
of paying each time the penalties aforesaid without any 
pardon.” 1° Payments of courtesies, so called, in lieu of 
higher wages prohibited by the gilds, were regarded as 
bribes which gave unfair competitive advantages.** The 
fullers of Bristol ordained that ‘‘the masters of the 
craft shall not give more to the men of the said craft 
than fourpence a day,” and fines were imposed upon 
master and men alike for violation of the provision.*® 

Wages were fixed for each grade of workmanship 
within the occupations regulated by the gilds according 
to customary standards of living, unless the work was 
of an exceptional nature; as, for example, in the case of 
the workmen who received almost double ordinary rates 
of pay for making carved stalls in the royal chapel at 
Westminster in 1357.1° Other examples of gild regula- 


18 The Little Red Book of Bristol, Vol. 2, p. 106. 

16 Tbid., p. 106. oh 

w Bickley, Introduction to The Little Red Book of Bristol, p. xxviii. 

18 Smith, p. 285. 

19 Salzmann, pp. 210-211. The idea of status or class was one of the 
dominant ideas of medieval thinkers. ‘‘Men, they taught, had been placed 
by God in ranks or orders, each with his own work to do, and each with 
his own appropriate mode of life. That gain was justified, and that only 
which was sought in order that a man might provide for himself a fit 
sustenance in his own rank.’ (Ashley, Bk. 2, p. 389.) Thus, ideas of 
just prices as well as ideas of fair wages were determined by the accus- 
toed standard of living. 
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tion of wages include the cappers at Coventry, the 
weavers of Leicester, and the bowers, skinners, cord- 
wainers, shearmen, and weavers of York.?® The post- 
ponement of wage payments was distinctly prohibited in 
some instances, and in others masters who withheld 
‘ wages from their workmen were compelled to pay by 
the gild authorities.24_ There is also an example of profit- 
sharing, although this practice was probably looked at 
askance by the gild masters; at Bruges the servants re- 
ceived a “real share” in their masters’ profits.?? 

The skill of the workman and the condition of the 
labor market, as well as the standard of living, must 
have figured in the fixing of wage payments, but just 
to what extent these factors operated one can only con- 
jecture. While the accustomed mode of life was basic, 
the other factors were controlling in various degrees 
depending upon existing social and economic conditions, 
such as the scarcity of labor following the Black Death, 
and the widening markets of the fifteenth and sixteenth 
centuries. 


Schoolhouses and Almshouses 


There are scattered examples of schoolhouses main- 
tained by the craft gilds; the drapers of Shrewsbury were 
supporting a school and schoolmaster in 1492.78 At 
Worcester the school of the gild of St. Nicholas taught 
more than a hundred scholars, but this organization 
seems to have been a religious fraternity primarily, and 
not a craft gild. 24 The almshouse for “decayed brethren” 
was a much more common craft gild institution; during 
the fifteenth century all of the more important com- 


20 Lipson, p. 300. 

21 Brentano, p. cxi. 

22 Tbid., p. CXXXVi. 

2 Hibbert, Influence and Development of English Gilds, p. 33. 
24 Smith, p. 203. 
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panies of London erected and maintained almshouses.” 
Among others, the drapers and mercers of Shrewsbury 
founded similar establishments.*®° Gildsmen were fre- 
quently expected to leave legacies to aid the gild in main- 
taining its benevolent institutions. This practice was 
common, for instance, among the tailors of Exeter.” 


Charities and Pageants 


But the use of these establishments was by no means 
always limited to the membership of the fraternity. In 
fact, the general welfare activities of the gilds were 
prominent, and while the description of such work falls 
outside the scope of this study, a brief mention is neces- 
sary in order to point out that the gilds were integral 
parts of a larger community organization. The tailors 
of London required a yearly dole to be given by every 
brother and sister for distribution in charity; * the gild 
of tylers of Lincoln, founded in 1346, provided food for 
the poor; ® and similar general welfare activities of the 
gilds could easily be multiplied.*° 

But perhaps no single group of activities demon- 
strates more clearly the community or general social in- 
terests of the craft gilds than their religious pageants. 
Inasmuch as these activities afforded recreational oppor- 
tunities for apprentices and journeymen and were sup- 
ported out of the common gild purse, they may be inter- 
preted readily from the point of view of employers’ 


25 Ashley, Bk. 2, p. 326; see also Brentano, p. cxxxiv. 

36 Hibbert, p. 33. 

27 Smith, p. 317. 

28 Walford, p. 160. 

20 [bid., p. 161. es: 

80The gild merchant as an organization representing many different 
crafts was better adapted to encourage community welfare work than the 
craft gild, not only because the organization was more inclusive, but also 
because of greater financial strength. The gild merchant of Coventry kept 
a “lodging house with thirteen beds, to lodge poor folks coming through 
the land on pilgrimage, or any other work of charity”; there was a governor 
of the house and a woman to wash the pilgrim’s feet. (Walford, pp. 6-7.) 
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welfare work. One instance will be sufficient to show 
that journeymen as well as masters contributed toward 
the support of these performances: the weavers of 
Coventry stipulated in 1424 that every journeyman 
should contribute the sum of four pence “ad opus de le 
pagent.” ** 

The pageants were religious plays performed on the 
streets of the towns on certain great festival days of 
the church, and all gildsmen participated.** Certain parts 
of the biblical story were rendered by particular crafts 
which took pains to select episodes most akin to their 
daily occupations. Thus, the shipwrights presented God 
warning Noah to make an ark out of planed wood; the 
armorers presented Adam and Eve and an angel with a 
spade and distaff appointing them their labor; the vint- 
ners the marriage feast at Cana; etc.°* Each craft gild 
had charge of one scene in the whole series; the scene 
was performed on a platform on wheels, successively at 
each appointed station in the city. As one scene was 
completed its players moved on to the next station, thus 
giving up its place to the company responsible for the 
next pageant in the series.** The importance of church 
patronage in medieval days gave these exhibitions con- 
siderable prestige and the gilds endeavored to outdo one 
another ; °° accordingly some gilds prohibited any man 
to practice their occupations unless certain fees were paid 
for the purpose of maintaining the procession on Corpus 
Christi day.*® 


31 Ashley, Bk. 2, p. 80. This obligation was recognized even after 
the organization of separate journeymen societies; at Coventry, for example, 
each brother of the yeomen’s gild was pledged to give four pence towards 
the cost of the craft pageant. (Salzmann, p. 235.) 

32 Ashley, The Economic Organization of England, p. 30. 

88 Pennsylvania Translations and Reprints, Vol. 2, sec. 1, pp. 29-32. 

84 Thid., p. 29. 

*5 Because of this rivalry the expenses increased until the smaller 
gilds were nearly ruined; thus during the latter half of the fifteenth century 
they united for the support of a common pageant. See Salzmann, p. 238. 

36 Ashley, Bk. 2, p. 80. 
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Religious Pilgrimages 

Closely related to the pageants were the religious pil- 
grimages encouraged and supported by the gilds. The 
tailors’ gild of Lincoln, founded in 1328, required each 
member to contribute a half-penny for the assistance of 
pilgrims going to the holy land or to Rome, and proces- 
sions were formed in honor of these occasions.*’ The 
tylers (poyntours) of the same place also aided pil- 
grims,°* and a certain other gild sent a pilgrim to Can- 
terbury every year.*? The fullers ordained that “if any 
brother or sister is going on a pilgrimage to Saints Peter 
and Paul, if it is a Sunday or other festival day, all the 
brethren and sisteren shall go in company with him out- 
side the city as far as the Queen’s Cross, and each shall 
give him a half-penny or more; and when he comes back, 
if, as beforesaid, it is a Sunday or other festival day 
and he has let them know of his coming, all the brethren 
and sisteren shall meet at the same cross, and go with 
him to the monastery.” #° It is evident that these events 
were of considerable importance, largely because of the 
power of the church, and, like other activities of the 
gilds, they depended entirely upon the co-operation of all 
gildsmen. 


Spiritual Welfare 

The pageants and pilgrimages, alms, and other gen- 
eral welfare activities of the gilds were for the benefit 
of the souls of its members, living and dead. Certain 
other practices were also related to this end, as for ex- 
ample the provision for services on the occasion of the 
death of one of their number or for the commemoration 


81 Walford, p. 160. 
88 Smith, p. 184. 
89 Walford, p. 6. 
42 Smith, p. 180. 
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of all of their departed on the festival of their patron 
saint.44 One gild ordained that “respecting every man 
who has given his ‘wed’ in our gildship, if he should 
die, that each gild brother shall give a ‘gesufel’ loaf for 
his soul, and sing a fifty, or get it sung within thirty 
day.” #? The spiritual welfare of the gildsmen was cer- 
tainly not neglected although it was, on the whole, sub- 
ordinated to their material welfare. 

The gild represented a compact industrial organiza- 
tion in which welfare activities of many kinds became 
functionally integrated standards binding upon all for 
the promotion of the common good. Nor can it be main- 
tained that this good was an exclusive good previous to 
the decline of the system. The gilds in turn were func- 
tionally integrated organs of community life and the 
interests of the consumers as well as those of the workers 
and their masters were knit up in a single whole which 
aimed and very measurably succeeded in guaranteeing 
security and opportunity for all. 


The Yeomen Gilds 


But the time came, as seems inevitable, for every 
closely organized system of social relationships, when 
the needs of large sections of the population were too 
severely corseted by existing restraints. Sharp social dis- 
tinctions arose after the lines of gild development had 
completely hardened; the gilds became highly exclusive 
communities of vested interests, and apprentices and 
journeymen who formerly had an open road before them 
now found their ambitions blocked. 

One of the first indications of the disintegration of 

“ Ashley, The Economic Organization of England, p. 30. 

“# Lambert, p. 46. The rich went so far as to provide endowments to 
pay for religious services on the anniversaries of their deaths; these en- 


dowments were known as “chantries,”’ (Ashley, The Economic Organiza- 
tion of England, p. 30.) 
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the old system was the appearance of the yeomen or 
journeymen gilds. These societies were “associations of 
wage earners founded within the craft gild but main- 
taining a separate and where possible an independent ex- 
istence.’ The expansion of industry and the rise of 
the middle class which followed the gradual widening of 
markets required a more inclusive unit of organization 
than the medieval town, ie., in England the national 
state, and on the continent, the territory, or the prince- 
dom.*% 


Conciliation of the Workers 


The organization of the separate journeymen gilds 
gave rise to a new variety of welfare work: masters 
found it expedient to conciliate their workers in order to 
maintain an efficient organization of production. In some 
places, as at London for example, a policy of repression 
was adopted in connection with the journeymen gilds,** 
but coercive measures were frequently ineffective as the 
journeymen continued to meet secretly or reorganized 
under new names.*® Repression, however, was not every- 
where the policy; English journeymen societies in most 
cases became annexes or adjuncts to the masters’ gilds. 
This was often accomplished by means of compromise 
and arbitration.“ Such a compromise was made by the 


43 W. Cunningham points out that “as commerce increased and men 
began to practice industries which were dependent upon a supply of im- 
ported materials, or set themselves to produce for distant markets, the 
moneyed man came to have an advantage in the prosecution of these call- 
ings.” (Growth of English Industry and Commerce, p. 10.) Hence the 
rise of a middle class of capitalists who “resented restrictions, such as those 
on the number of apprentices, since they interfered with success in the 
development of business.” (Pp. 10, 11.) See also Schmoller’s Mercan- 
tilism on the substitution of a territorial economy for a town economy. 

“Lipson, p. 356. See also Brentano, pp. exlvi-cxlvii. Several ex- 
amples of repressive measures are given by both writers. 

45 The yeomen tailors of London continued to exist in spite of sup- 
pressive measures. (Brentano, p. exlvii.) See also Ashley, Bk. 2, p. 109. 

46Qn the continent the journeymen’s societies retained their inde- 
pendent existence. This is shown by Schanz in his “Gesellenverbande,” 
the first scholarly study of the yeomen’s gilds. These organizations were 
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masters and journeymen of the weavers of Northampton 
in the form of a definite agreement which provided that 
both parties were to “join in a yearly procession to offer 
up lights before the altar of their patron saint, and after- 
wards to have their customary drinking and communica- 
tion together as of old; there was to be no further con- 
federacy, conventicle nor gathering among the members 
of the craft in order to avoid disturbance of the peace.” *7 

At Coventry there was a recognized fraternity of 
journeymen weavers in 1424; their wardens paid twelve 
pence to the chief master for every brother admitted ; 
each brother gave four pence towards the cost of the 
craft pageant, and the chief master contributed towards 
the journeymen’s altar lamp, while both masters and 
servants held their feasts together.** This was clearly 


general in Germany; in fact they represented a distinct stage in the de- 
velopment of industry and were not merely isolated examples of local dis- 
content. (Schanz, Ch, 12.) Their existence is shown in the following 
crafts: tailors, shoemakers, tanners, smiths, weavers, bakers, millers, fur- 
riers, and masons. (Ch. 5.) 

As in England, the usual form taken by the journeymen’s associations 

was that of a religious fraternity, although its main function as a rule 
was to defend the economic interests of its members. This is shown by 
the purposes and distinct achievements of the societies. More favorable 
terms were sought respecting hours of work, general working conditions 
and wages (Ch. 11); in short, a complete transformation of status from 
that of servant (Knechte) to that of associate (Geselle). An early achieve- 
ment was the substitution of the piecework system of payment for the 
time wage, since a relation of contract was desired (pp. 109-110); the 
employment relation was placed upon a contractual basis (p. 111); the 
reduction of wages due to the truck system of payment and the abolition 
of holidays were successfully opposed (p. 113); the journeymen strove 
definitely to increase their wages with varying results (p. 113); while the 
daily working period was not reduced, the weekly Monday holiday was 
recognized as the power of the organizations grew in the fifteenth and 
sixteenth centuries (pp. 114-115); in any event, the workman who wished 
to take a day off every fourteen days could do so without losing the whole 
of his wage, the sum forfeited being proportional to the time lost (p. 115); 
punishments for breach of contract were at first exceedingly harsh, but 
oe the influence of the societies they were softened considerably 
p. 116). 
_While all of these achievements were forced by the new organizations, 
a_ situation was created which strongly favored employers’ welfare work. 
The especial purpose of the societies is shown by the following sentence: 
“Uberhaupt suchen die Gesellenschaften je nach threr Macht ihrem Stande 
so vortheilhafte Arbeitsbedingungen zu sichern als méglich, das ihnen 
ginstige Herkommen zu erhalten und dariber zu wachen, dass die Unter- 
driickungslust und Arglist der Meister nicht die Herabdriickung der 
Arbeitsbedingungen zur Folge haben.’ (P. 117.) 

47 Lipson, p. 359. 

«* Salzmann, p. 235. 
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a compromise solution of the labor problem which arose 
with the organization of the new societies. The same 
policy appears in the case of the journeyman shoe- 
makers craft existing at Bristol, which shared with the 
craft gild in the expenses of church lights and feasts.* 

Although the authority of the municipality was used 
to suppress the activities of independent journeymen so- 
cieties, such coercion was frequently accompanied with 
certain protective assurances which afforded a stimulus 
to a conciliatory attitude on the part of the masters. 
Certain decrees of the London authorities in connection 
with a dispute between the journeyman saddlers and 
their masters (1396) provide, “that the serving men in 
the trade aforesaid should in future be under the govern- 
ance and rule of the masters of such trade, the same as 
the serving men in other trades in the same city are wont, 
and of right bound to be”; *° but the following precept 
was added for the protection of the worker: “That the 
said masters must properly treat and govern their serving- 
men in the trade, in such manner as the serving-men in 
like trades in the city have been wont to be properly 
treated and governed”; at the same time the workmen 
were given the right of appeal against the decisions of 
the masters in a clause which ordained, “that if any 
serving-man should in future wish to make complaint 
to the Mayor and Aldermen, for the time being, as to any 
grievance unduly inflicted upon him by the masters afore- 
said, such Mayor and Aldermen would give to him his 
due and speedy meed of justice as to the Same.i' 


Compromise Solutions of Labor Difficulties 
The master tailors of London were not able to sup- 
49 The Little Red Book, Vol. 2, p. 151. 


50 Riley, London Memorials, p. 544. 
51 [bid., p. 544. 
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press the yeomen’s fellowship even with the aid of civic 
authority; therefore they changed their policy and en- 
deavored to bring the organization under their own 
supervision.°? A compromise solution was reached per- 
mitting the journeymen to hold their own meetings for 
festivity or religious offices; on the other hand, the mas- 
ters’ company was relieved to some extent of the duty 
of providing for sick or distressed journeymen. The 
master blacksmiths made a whole series of concessions 
to the brotherhood of yeomen: the employment of 
strangers was very measurably controlled by the jour- 
neymen’s society, for the masters allowed that “from 
henceforth, when any stranger cometh to London to have 
a service, any of the servants (that) knoweth that he 
will have a service shall bring him to a master to serve, 
and to warn the warden that is their governor (i.e., of 
the yeomen) that he may be at the covenant making” ®? 
—a practice similar to that of modern trades unions 
where men seeking work send up their membership cards 
to brothers in employment who present them to their 
employers or foremen. 

The servants were permitted to hold their own mass 
first, after which they joined the masters; the correction 
of the faults of servants was allowed to rest with the 
wardens of the brotherhood of yeomen; fines paid by a 
workman who had been found “false of his hands” were 
equally divided between the box of the masters and the 
box of the yeomen; the yeomen were not permitted to 
tell secrets to their masters’ apprentices under penalty 
of fine; on the other hand, the authority of the masters 
was recognized in providing for the power of appealing 
decisions of the wardens of the journeymen, to the mas- 


52 Ashley, Vol. 2, p. 116, 


3 [bid., p. 117. The practice may be regarded as a medieval analogue 
of the modern preferential shop. 
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ter at the head of the whole craft.5* Compulsory attend- 
ance at “common dinners” helped to maintain an accord, 
although the spirit of good fellowship seems to have been 
broken at times because of varying tastes.°° The diffi- 
culties of the master ironmongers with their journeymen 
were arranged by compromise; the shoemakers of Ox- 
ford did likewise, as also the weavers of Coventry and 
the tailors of Bristol.** 


Arbitration of Disputes 


The dispute between the master saddlers of London 
and their journeymen throws light on the process of 
compromise by which disagreements were arranged. The 
masters complained to the city authorities that the yeo- 
men held frequent secret meetings “whereby many in- 
conveniences and perils ensued to the trade,” °’ and urged 
the city officials to summon the governors of the sewing 
men, which was done. When the journeymen defended 
themselves on the ground that they had been wont to 
meet regularly “time out of mind on the Feast of the 
Assumption of the Blessed Virgin Mary . . . in honor 
of the said glorious Virgin,” °® the masters retorted that 
the men had been so organized for only thirteen years, 
and that the real purpose of the society was to raise wages 
although this was hidden by a “certain feigned color of 
sanctity.” 

The object of the organization had evidently been 
considerably realized, for the masters maintained that 
wages had more than doubled by reason of the new 
society." Moreover, the workers had greatly injured 


54 Tbhid, p. 118. i 

6 The servants evidently had a fondness for “baked conies” since the 
masters consented to eat them under penalty for violation. (Ashley, Bk. 2, 
. 119. 
2 & Ibid., pp. 120-123. 
7 Riley, Memorials, reprinted in Select Documents, p. 139. 
58 Select Documents, p. 139. 
59 Riley, Memorials, in Select Documents, p. 140. 
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their masters by prolonged and frequent absence to at- 
tend “vigils of the dead,” a practice which was very evi- 
dently the prevailing mode of the strike. Accordingly 
the Mayor and Alderman ordered six of the serving-men 
to confer with six or eight of the master saddlers, 
negotiations to be undertaken in the presence of the 
Mayor and Aldermen; at the same time an injunction 
was issued enjoining the journeymen from holding meet- 
ings without the “‘liberty of the city,” on pain of forfeit- 
ing all of their property. The representatives of both 
sides having met, it was determined the yeomen should 
in the future be under the rule of the masters and that 
no future meetings be held in secret. But the masters 
were required to “properly treat and govern their serv- 
ing-men in the trade,” and the journeymen were given 
the right of appealing the decisions of the masters to the 
Mayor and Aldermen.® 

The differences of the journeymen weavers of Glou- 
cester and their masters were likewise negotiated 
through the good offices of the Mayor and Aldermen, 
but the resulting compromise was much more favorable 
to the workers.** The municipality gave its sanction to 
the workers’ organization and a series of concessions 
was agreed upon. Journeyman strangers were required 
to produce a certificate of apprenticeship together with a 
testimony of good behavior, and to pay eight pence on 
admission to the fellowship of journeymen—a provision 
which appears to be tantamount to the recognition of the 
closed shop. Other journeymen were required to pay 
four pence on admission, and all were called upon to 
pay one pence per quarter “to the relief of the poorer 
sort of the said fellowship’; the serving-men on their 
side agreed to do nothing prejudicial “towards the warden 


80 Riley, Memorials, p. 544. ®1 Select Documents, pp. 297-299. 
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and his company .. . of the said art . . . of weavers, 
either by raising their wages or otherwise.” °? 


Summary 


It is clear that most of the yeomen’s companies origi- 
nated as voluntary combinations which the masters and 
civic authorities at first endeavored to suppress by 
coercive measures; that this policy was not generally suc- 
cessful is proven by the many examples of concessions 
and conciliatory agreements by means of which the new 
societies became annexes or adjuncts of the masters’ 
gilds. Although the bargaining power of the journey- 
men was thus made negligible, the original purposes of 
the organizations were, at least to a considerable extent, 
realized. The competition of outsiders was limited; 
means were provided for arbitrating disputes; the socie- 
ties were in most cases given a certain conditional recog- 
nition; they were permitted to keep their own boxes, to 
choose their own officers, and to maintain their own chari- 
ties. While these concessions were directly or indirectly 
urged by the journeymen themselves, a situation was 
created which distinctly favored employers’ welfare 
work; and the masters took advantage of the situation 
by negotiating agreements which were sufficiently at- 
tractive to the workers to persuade them to cease their 
obstructive methods and to become affiliated with the 
masters’ gilds. 

This result leads to the observation that perhaps em- 
ployers’ welfare work of today is only an effort to 
demoralize the discipline of militant labor organizations. 
A review of welfare methods of employers in our modern 
industrial era will help to determine how far such work 
is indirectly forced by the unions and how far it is 


62 Select Documents, p. 299. 
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strictly voluntary effort aiming at increased productive 
efficiency.®* 


83 The gap in historical sequence at this point is more apparent than real. 
A distinct system of welfare arrangements covering the field of industrial 
relations did not develop during the so-called domestic, or commission stages 
of industrial evolution. This period represents the transition from the town 
to the national state, and the new industrial institutions which arose at this 
time reveal the first phase of the development of modern capitalism. 

This is shown by the fact that the period was marked by the dominance 
of commercial middlemen who organized markets and provided raw mate- 
rials and employment for the artisan. That the period is essentially a 
transition period is further shown by the fact that many of the craft gilds 
continued their organizations right up to the dawn of the industrial revolu- 
tion. The period has been described by G. Unwin in his “Industrial 
Organization in the Sixteenth and Seventeenth Centuries,’”? and in a sum- 
mary way by Ashley in his “Economic Organization of England”; Biicher’s 
“Industrial Evolution” also covers the period. Protective arrangements for 
dependent wage earners were provided, partly in the form of charitable doles 
on the part of the consolidated and wealthier gilds, and partly in the form 
of national poor relief and unemployment legislation. 


Part [1I—Pioneer Welfare Work in Modern 
Industry 


CHAPTER VI 
ROBERT OWEN 


Industrial Revolution 


The earliest experiments in employers’ welfare work 
applied to problems of industrial relations as we know 
them today, were those conducted by Robert Owen? in 
connection with the cotton mills at New Lanark of which 
he was manager and part owner.’ 

The textile industries were among the first to be 
revolutionized by the invention of new mechanical tech- 
nique. Hargreaves had invented the spinning-jenny, 
Arkwright the water frame, Crompton had combined the 
characteristic merits of both of these inventions in a 
new machine called the mule, while Cartwright had in- 
vented a loom which could be worked by mechanical 
power. These inventions necessitated the organization 
of large numbers of laborers into single industrial units, 
large aggregations of singly directed capital which re- 

1 The chief source books for Owen’s life and work are the biographies by 
Frank Podmore, A. J. Booth, and Lloyd Jones, and the autobiographies of 
Robert Owen and Robert Dale Owen (‘‘Threading My Way’’). Descriptive 


criticisms have been written by T. Kirkup, O. D. Skelton, N. P, Gilman, 
H. G. Wells, and several other writers. 

2 The welfare work of David Dale, father-in-law of Robert Owen, pre- 
ceded the work of the latter by several decades. His factory was a model of 
1792 (E. D, Proud, Welfare Work, p. 45) and many activities developed by 
Owen were begun by Dale. Among others there were playing fields for the 
workers, education for the children and moral supervision of conduct very 
similar to that of Owen. See Threading My Way, by Robert Dale Owen, 


and Proud, pp. 13, 45, 213. 
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sulted in complete differentiation of the labor and the 
provision of tools by these aggregations of capital. In 
short, the inventions necessitated the factory system of 
production. 


Exploitation of Labor 


The hysterical competition for economic advantage 
which grew out of this new situation resulted in very 
general and reckless exploitation of human labor. Sev- 
eral facts stand out here. First, that children started to 
work far too young. Evidence given before the Parlia- 
mentary Committee of 1816 showed that children were 
commonly employed at the ages of six and seven in the 
silk mills, and as early as five in the cotton mills, al- 
though the average was probably more nearly seven or 
eight. Second, they worked far too long. The majority 
of the manufacturers who gave testimony in 1816 had 
fixed the twelve-hour day, exclusive of meals, as a mini- 
mum working day. Several employers required thirteen 
hours of solid work per day and a few even exceeded 
this limit. Third, large numbers of parish pauper chil- 
dren were indentured to private manufacturers whose 
sole obligation was to maintain them. No standards of 
any sort were set, such as might have been fixed in re- 
spect to age limits, hours of work, recreation, housing, 
schooling, feeding, inspection, and the like. And finally, 
the temperature in many textile factories was as high as 
eighty degrees on account of the fact that the finer quali- 
ties of yarn required a warm atmosphere.* The long 
hours of work, the fatigue of standing, the overheated 
i Robert Owen, Life of, Vol. I, p. 60. The population of New Lanark 
at the time Owen first took over the management of the mills consisted of 
about 1,300 settled as families and between 400 and 500 pauper children. 
These children were procured from the parishes and their ages were reported 
to range from seven to lade on observation, however, the ages 


appeared to range from five to ten. wen, p. 60.) 
¢ Frank Podmore, Life of Robert rote p. 79. 
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and badly ventilated factories, worked disaster upon the 
bodies and minds of the working children who are gen- 
erally described as having been pale, slight, and weedy 
looking. 


Robert Owen’s Point of View 


It stands to the credit of Owen that he viewed these 
problems from a broader standpoint than those of his 
colleagues who ground out labor on much the same phi- 
losophy as the raw materials of production, getting it as 
cheaply as they could and exploiting it as rapidly as pos- 
sible so long as it remained cheap. Owen recognized 
that the individual and the machine are different orders 
of mechanism and that they have to be treated in dif- 
ferent ways. The industrial conditions generally preva- 
lent were objects of protest on his part, and his method 
of attack was to substitute more rational arrangements 
in his own factory and community. 

While it is true that he was primarily interested in 
the “formation of character” and that a considerable ele- 
ment of patronage characterized his point of view, the 
facts remain that he hesitated neither in sacrificing his 
own immediate profits nor those of his partners in the 
interest of his welfare experiments, and that most of his 
work was of a sound, practical character from the 
viewpoint of management as well as from the social stand- 
point. He saw the great waste that resulted from unin- 
telligent work in the form of inferior and irregular 
output, the loss due to overstrain and fatigue caused by 
excessively long hours of work, and the cost occasioned 
by frequent absences due to sickness, inability to work, 
or irregular habits of living. 


5 Frankfurter and Goldmark, The Case for the Shorter Work Day, 
Pp. 655. 
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Although Owen would probably have resented any 
suggestion that his work was especially concerned with 
his own capital interests and those of his partners, it 
remains true that other textile industries suffered losses 
due to disturbances and strikes while his own employees 
gladly remained at work; that he was able to induce 
willing co-operative effort at lower wage scales than were 
paid by his competitors; and that during the ten years 
of his first partnership at New Lanark he reckoned that 
the business had produced over and above interest at the 
rate of 5% per annum, a dividend of about 60,000 
pounds. If Owen’s estimate of the value of the mills 
was correct (84,000 pounds), this meant a pure profit 
of 6.3%, or a total profit on the investment of 11.3%. 

According to his own report before the committee of 
1816, he conducted a village store which saved the 
workers 25% on their food and clothing and earned a 
profit of 700 pounds in addition, a sum devoted entirely 
to the maintenance of his schools.’ Thus he was able 
to point out to the committee that “the expenses of the 
schools did not form a charge on the profits of the mills, 
but, in the most literal sense were borne by the people 
themselves.” * It was even strongly hinted by an Ameri- 
can who visited New Lanark that there was more busi- 
ness than philanthropy in Owen’s educational system, for 
he states that, “while Mr. Owen’s system is calculated 
to divest large manufacturing establishments of their 
terrors, by removing gross ignorance, vulgarity of man- 
ners and vicious habits, and by substituting in their 
places the decencies and refinements of good society, it 
is somewhat deficient in those branches which qualify 
the young mind for the more serious duties and avoca- 

® A. J. Booth, Life of Robert SO NeE PP 20, 4I. 


7 Ibid., p. 16; also Podmore, pp. 86 
: Podmore, p. 87. 
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tions of life.’ ® Owen pleaded in defense that his system 
included “practical instruction in the arrangement and 
management of domestic concerns, and in various useful 
arts, as well as the moral education which formed the 
backbone of the whole scheme.” *° Although it is true 
that the main interest here was certainly not economic, 
the schools did have their practical advantages, ffor,. 
among other things, they enabled the mothers to attend 
to their duties in the factory without concern for the 
children. 


Subjective and Objective Factors 


Thus it is perfectly clear that Owen was not so foolish 
as to allow his welfare activities to carry the business 
into the hands of receivers. Nevertheless it would not be 
correct to suppose that he was viewing his experiments 
solely from the standpoint of their possible effects on 
dividends. He saw that the factors of national economy 
and vitality were important, for he wished that his estab- 
lishment “‘might be a model and example to the manu- 
facturing community, which without some essential 
change in the character of its population, threatened and 
now still more threatens to revolutionize and ruin the 
empire.” 11 While he probably overemphasized the sub- 
jective factor, he saw that the matter of business economy 
as well as the matter of social economy was dependent 
upon a scientific attitude toward labor. 

In an appeal to manufacturers he made the follow- 
ing statements: “If then, due care as to the state of 
your inanimate machines can produce such beneficial re- 
sults, what may not be expected if you devote equal at- 
tention to your vital machines, which are more wonder- 


9 Tbid., p. 146. 
10 Thid., p. 146, 
11 Podmore, p. 94. 
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fully constructed. . . . You will discover that the living 
machines may be easily trained and directed to procure 
a large increase of pecuniary gain, while you may also 
derive from them high and substantial gratification.” 
Thus there was interwoven in his attitude an appreciation 
of the human element as a factor in employment man- 
agement, a knowledge of the social and national consid- 
erations which were involved, together with an element 
of patronage. 


Interpretation of Welfare Activities 


But the risks he willingly and readily assumed have 
hardly been explained. It was surely no economic motive 
that moved him to pay full wages to his employees during 
the four months of the American embargo which shut 
off his largest market and forced him to suspend opera- 
tions, a policy which was nowhere else adopted and which 
cost him seven thousand pounds.’* He gradually re- 
duced the hours of his employees, until as early as 1816 
the working day stood at ten and three-quarters hours 
in his factory. He fixed the lower age limit for children 
at ten years and took a resolute stand against the em- 
ployment of parish apprentices who were given out in 
large numbers at that time to private employers. In the 
meantime his competitors were operating on the basis 
of a fourteen-hour, and in some cases a sixteen-hour 
working day exclusive of mealtime, and employing large 
numbers of children at the ages of six and seven."4 

He put up a school building at a cost of 3,000 pounds 
and so angered his partners, who objected to this “mix- 
ture of business and philanthropy,” that he was obliged 
to give up the partnership and resign his post as man- 

2 Ibid. 


piDmkids 
13 Lloyd Tones. Life of Robert Owen, pp. 65-66. 
4 R. D, Owen, Threading My Way, p. 126. 
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aging director. Moreover, the seemingly fabulous profits 
made by many of his competitors in the textile industry 
at the time would indicate that his own rate of profit was 
quite nominal. It seems clear, therefore, that while his 
welfare activities worked their practical results from the 
standpoint of the business, they must be appraised on 
broader grounds. 

In Owen’s mind there was apparently no conflict of 
motives of business and philanthropy, a matter which 
is explained by the emphasis he placed upon a social 
theory which steadily grew in importance in his own 
mind, in which his whole personality became absorbed 
and for which he finally risked and lost the greater part 
of his fortune.t® This was his theory of environmental 
determinism, the main belief of which was that the en- 
vironment is by far the most important factor in the 
formation of character. 

He noticed certain relationships between the environ- 
ment and the individual so far as normal and healthy 
mental and physical functioning is concerned, and so 
set about to improve not only the working conditions 
but also the living conditions of his workers. His essays 
on the “Formation of Character” emphasize chiefly the 
need for rational control of the environment in the in- 
terest of human character, and all of his welfare experi- 
ments, including his “Institution for the Formation of 
Character,” may be viewed as concrete applications of 
his theory. “Any general character,” he wrote, “from 
the best to the worst, from the most ignorant to the most 
enlightened, may be given to any community, even to 
the world at large, by the application of proper means ; 
which means are to a great extent at the command and 
under the control of those who have influence in the 


15 Podmore, p. 327. 
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affairs of men.” 2° In fact, he was so deeply concerned 
in this matter that, having displeased his first partners 
and resigned, he selected new partners who were satis- 
fied with nominal returns on their investments, and who 
looked sympathetically upon his welfare work—such men 
as William Allen and Jeremy Bentham whom he per- 
suaded to buy out his old partners.’ Religious differ- 
ences with Allen finally made it necessary for Owen again 
to withdraw his partnership, but in the meantime he 
gave his ideas fair trial and won a wide reputation. 


Results of Welfare Work 

Proceeding on the basis of the theory of determinism, 
Owen greatly improved the working and living conditions 
of his employees. The work included a temperance re- 
form movement, education, sanitation, housing, and the 
company store already referred to, together with a re- 
duction of the hours of work, unemployment insurance, 
an increase of the age limit for children, medical at- 
tendance, and a sick benefit scheme. He hoped thus to 
eradicate inebriety, irregularity of habits, viciousness, 
sickness, and sloth, and to substitute for these qualities 
thrift, industry, gentleness, regular habits of living, and 
a taste for refinement. There is no doubt that he 
achieved a great deal in this direction although he fell 
far short of revolutionizing the world as he had hoped. 


Housing, Health, and Sanitation 

The gin shops were a source of debauchery, vicious- 
ness, and cruelty, and he succeeded not only in removing 
them but also in winning general approval of his action.*® 


1 Robert Owen, First Essay on the Formation of Character, Life of 
Robert Owen, by himself, Fe 266. 
Lloyd jones, PP. 79- 
is Booth, p. 14. See Ae Robert Owen, pp. 63, 135. 
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Bad sanitation and inadequate housing were the in- 
evitable concomitants of the mushroom growth of indus- 
trial communities brought on by the factory system of 
production. Since the people had no experience in modes 
of collective control over such conditions, the need for 
some sort of guidance became manifest. Garbage and 
sewage facilities were lacking, there were no opportuni- 
ties for healthy recreation and amusement, schools for 
children were either utterly inadequate or not at all to 
be found, dwellings were built up and thrown together at 
random while the necessities of life could only be pur- 
chased from private shopkeepers who charged extor- 
tionate prices. 

To meet these conditions Owen enlarged, repaired, and 
rebuilt houses, removed dunghills, and cleaned the streets. 
Rules were drawn up which forbade throwing ashes and 
dirty water into streets, and which required that cattle, 
swine, poultry, or dogs be kept out of the houses.1® Peo- 
ple were called upon to clean the public stairs and sweep 
the roadway in front of their dwellings by rotation. 

The introduction of the company store served several 
purposes. It made possible the enforcement of temper- 
ance since all of the private shopkeepers sold liquor; the 
people were enabled to purchase food and clothing at 
prices 25% lower on the average than were charged by 
the private shopkeepers ; and finally it served to maintain 
the schools, since the annual profit of the company store 
amounted to 700 pounds, a sum sufficient for this pur- 
pose.”? Incidentally it gave an impetus to the co-opera- 
tive movement in England, which since that time has 
grown to such large proportions. 


19 R. D. Owen, p. 95. 
20 Podmore, p. 166, and Lloyd Jones, p. 65. 
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Recreation and Education 


Amusement and recreation were afforded in connec- 
tion with the schools where the children learned to play 
games and to dance. The building used for this purpose 
later became known as the “Institution for the Formation 
of Character,” for here his infant classes and other novel 
ideas in education were tried out. 

At the occasion of the formal opening of the building 
he emphasized the importance of right education from 
the earliest years, and gave explicit statement to his theory 
in the following sentence: “What ideas individuals may 
attach to the term millennium I know not; but I know 
that society may be formed so as to exist without crime, 
without poverty, with health greatly improved, with little 
if any misery, and with intelligence and happiness in- 
creased a hundredfold; and no obstacle whatsoever inter- 
venes at this moment, except ignorance, to prevent such 
a state of society from becoming universal.” 74 

Although the universal aspect of his teaching met with 
signal failure, there is no doubt that he achieved success 
in his own schools. 


Hours of Work and Wages 


But while it is true that the reforms introduced inside 
his own factories are less known than his general com- 
munity welfare work, they are by no means less signifi- 
cant. At a time when the fourteen-hour day was not at 
all uncommon, Owen reduced the working day of his em- 
ployees to ten and three-quarters hours of actual work.?? 
This innovation at first decreased the earnings of the 
workers, since they were paid by the piece and rates were 


2 R, D. Owen, p. ror. 

22 Testimony of Robert Owen given before the Select Committee on the 
State of the Children in the Manufactories of the United Kingdom. Re- 
printed in Frankfurter and Goldmark, Vol. 2, p. 654 
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not changed; but the steady increase in production which 
followed the reduction in hours so increased wages that 
the people were more than contented with the change. 
Owen’s testimony before the committee of 1816 shows 
that the total output declined immediately after the shorter 
schedule was introduced. Yet he considered that the 
gradual increase in rate of output, together with savings 
from other sources which directly resulted, more than 
offset this loss. When asked to explain the reason for 
this gain he emphasized the saving in breakage, superior 
attention of the people to all of their operations, reduction 
of lost time, and more careful work done in the prepara- 
tory stages of the manufacture.** But he hardly reckoned 
the economic advantages to be comparable to the improved 
health and greater opportunities for education made pos- 
sible to the workers. 


Child Labor 

The second important change accomplished in the 
factory was a regulation which raised the lower age limit 
for the employment of children to ten years.** This made 
it possible for children under ten to give their best 
energies to play and instruction, thus developing slowly a 
more intelligent and better trained body of workers.” 
While these advantages were partly paid for in the form 
of lower wages than were generally current at the time 
for similar tasks, the people seemed to be satisfied that 
their total benefits were greater than could be gotten in 
any other manufacturing community. He instituted a 
savings bank which stimulated thrift, a sick benefit fund 
which the people themselves maintained, provided medical 
attendance for all, and paid full wages to his employees 


23 Thid., pp. 654-655. 
24 Podmore, p. 165. 
25 Lloyd Jones, 94-98. 
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during a protracted period of unemployment. Such, in 
brief, was the character of his welfare activities.” 


Criticisms and Evaluation 


This work has been criticized chiefly on grounds of 
paternalism and bad business economy and his social 
theories because of their Utopian character and extreme 
statement. Though his whole scheme of government was 
paternal, he did not fail to realize the importance of a 
democratic organization of control. The constitution of 
his community provided for a simple sort of representa- 
tive government, according to which the village was 
divided into wards each of which chose by ballot a “prin- 
cipal.”” The principals chose twelve jurymen who were 
responsible for the general observance of the regulations 
and for the trial and punishment of offenders.2” Thus 
it may be said that he anticipated the joint committees 
of control and the works councils which have made such 
headway in recent years. 

As for the criticism on economic grounds, there can 
be no doubt that Owen might have doubled, perhaps even 
quadrupled his rate of profit as measured by generally 
prevailing rates at the time, but his work must be judged 
on a broader basis. The bearing of industrial standards 
upon social economy is beyond question and if public 
opinion was not educated at that time to the point of 
understanding this relation, Owen deserves a greater credit 
for pointing it out. Moreover, a nation’s health and vigor 
is an important factor in the competitive struggle with 


2@H. G. Wells admirably summarizes Owen’s work at New Lanark: 
“Between 1800 and 1828 he achieved very considerable things: he reduced 
the hours of labor, made his factory sanitary and agreeable, abolished the 
employment of very young children, improved the training of his workers 
provided unemployment pay during a period of trade depression, established 
a system of schools, and made New Lanark a model of a better industrial- 
ism, while at the same time sustaining its commercial prosperity.” (H. G. 
Wells, The Outline of History, Vol. 2, p. 404.) d 

27 Podmore, p. 88, : 
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other nations as was pointed out by Professor Karl Pear- 
son in his lecture on “National Life from the Standpoint 
of Science,” delivered at Newcastle in 1900. 

The apocalyptic character of Owen’s social teaching 
cannot be denied and it probably explains the failure of 
his communistic experiments conducted at New Harmony 
and at Orbiston, near Glasgow. Nor can it be disputed 
that his theories were frequently stated in extreme, even 
at times crude, fashion. But the value of his work at 
New Lanark cannot for a moment be questioned. He 
encouraged that first wave of factory legislation in Eng- 
land and pointed out the significance of the human factor 
in industry—a factor which since his time has led to 
functionalized personnel administration.”* 


28 Professor F. A. Ogg, in his ‘Social Progress in Contemporary 
Europe,” hardly exaggerates the reform achievements of Owen when he 
states: “Within the first two decades of the century he (Owen) succeeded 
in transforming a degenerate and wretched population into a model com- 
munity of healthy, industrious and contented men and women.” (Pp. 


347-348.) 


CHAPTER VII 
EDME-JEAN LECLAIRE 


Industrial Revolution in England 


The early industrial development of England explains 
the fact that the welfare work of Owen preceded by 
twenty-five years the similar work of the French pioneer, 
M. Leclaire, a Parisian house painter and decorator. 

In England conditions were peculiarly favorable to 
the industrial revolution. Manufacturers were relatively 
free to introduce new methods since the newer industries _ 
were not shackled by gild restrictions.1 Favorable geo- 
graphic conditions, such as the insular situation of Eng- 
land, stimulated trade and stemmed foreign invasion, 
while a ready accessibility to the continent made it pos- 
sible for English business men to keep in close touch with 
developments abroad. Hence England came out of the 
commercial and colonial struggles of the sixteenth, seven- 
teenth, and eighteenth centuries with a thriving commerce 
and promising industries. The development of the tex- 
tile industries, in which the technique of production first 
became revolutionized on a broad scale, was favored by 
the damp climate. Extensive resources in coal and iron 
allowed and stimulated an independent growth of indus- 
try and swiftly flowing streams furnished the requisite 
water power. 


Retarded Industrial Development in France 
In France agricultural interests were of greater rela- 


1 Hayes, Political and Social History of Modern Europe, Vol. 2, p. 68. 
? See Tower, Geographic Influences in the Development of Nations, 
Popular Science Monthly, Vol. 78, pp. 164-183. 
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tive importance than in England; in fact the majority 
of the French people lived entirely by agriculture through- 
out the greater part of the nineteenth eentury.* Restric- 
tions opposed to industrial development operated as late 
as 1830. It was in 1825 when the prohibition on the ex- 
port of machinery from England was withdrawn. Not 
until 1830 were the heavy duties on wool and steel re- 
moved, duties which had been increased to 30% and 100% 
respectively in 1826. The tariff on grain was high and 
interest on government bonds was cut from 5% to 3% 
in 1825.4 Thus the steel necessary for the manufacture 
of machinery, the raw wool of which cloth was made, and 
the food which figured in the cost of labor could not be 
had except at high prices. 

These mercantilistic exactions were given their death 
blow by the revolution of 1830, but in the meantime the 
progress of the industrial revolution was retarded. Hence 
the work of French pioneers in the field of industrial wel- 
fare work, Leclaire and Robert, followed by several 
decades the similar activities of Owen at New Lanark. 


Leclaire’s System of Profit-Sharing 


The system of welfare institutions established by 
Leclaire in his own business was built upon the principle 
of profit-sharing.» This system developed step by step 
under the painstaking personal supervision of Leclaire, 
and illustrates the truth that a successful plan of welfare 
work must be adapted to the circumstances of the particu- 
lar business venture ; that it must be a growth from within 


3 Hayes, Vol. 2, p. 93. 

4 Tbid., p. 94. : ; 

8 The most commonly used source for the life and work of Leclaire is 
the Biographie d’un Homme Utile, Leclaire, Peintre en Batiments by M 
Charles Robert. Other descriptions of his work have been written by 
Sedley Taylor, N. P. Gilman, W. T. Thornton, C. R. Fay, and critical com- 
ments have been made by several economists, A. T. Hadley and F. : 


Taussig, for example. 
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the establishment carefully sponsored at every point by 
the watchful eye of an interested management; and that 
it must be based upon sound principles of economics as 
well as of psychology and sociology. 

If the Maison Leclaire is now recognized as a standard 
method of reconciling the interests of employer and em- 
ployee, it is because the founder of the house, the father 
of profit-sharing, personally directed his experiment at 
every stage in its development. He knew the advantages 
of offering employment conditions more attractive than 
those generally prevailing, but he did not pose as a philan- 
thropist and guarded carefully against the risk of being 
misunderstood by his workers. He solicited their co- 
operation by appealing to their personal interests, and 
while he never compromised his own authority as owner 
and manager, he understood that a welfare system based 
upon the possibility of mutual advantages required a joint 
administration. He set up an independent shop in Paris 
at the age of twenty-six and successfully carried out a 
huge contract by offering his workmen five francs per 
day instead of the usual four. In 1834 he rented a large 
shop and employed from sixty to eighty workmen to 
whom he guaranteed employment during the winter sea- 
son without direct profit to himself. He advanced future 
wages when business was dull and rates of pay were low 
and his workers repaid him when better times brought 
higher wages. 


The Mutual Aid Society 


In 1838 his employees organized a mutual aid society 
under Leclaire’s leadership. At first the society pro- 
vided only medical attendance and treatment in case of 
disability, but gradually the functions extended in scope 


®N. P. Gilman, Profit Sharing, p. 70. 
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and number until the society became an integral and in- 
separable part of the business establishment. 

Leclaire wished his workers to be guaranteed against 
the exigencies of old age as well as the losses due to sick- 
ness and accident, and it was this phase of his problem 
which set him to serious thinking over the question of 
profit-sharing. The law of France at the time frequently 
resulted in the sale of a business concern, good-will in- 
cluded, in the event of the owner’s death, and it usually 
happened that the buyer dismissed the aged employees." 
If part of the worker’s share of profits could be held as 
an old age pension fund, and if the society could be made 
a sleeping partner in the business, he would succeed not 
only in protecting his workers but also in perpetuating 
his institutions. It was the business aspect of the ques- 
tion which required the closest study. Would participa- 
tion in profits increase the quantity of output or improve 
its quality sufficiently to compensate for the workmen’s 
share? This was the fundamental question in his mind. 
It seemed to him that the plan would not only provide 
for the worker’s dividend but also increase his own by 
creating a common interest in greater co-operative effort 
of production. His calculation was as follows: 

All the trades’ the profits of which depend upon day labor 
may vary a great deal. When we work on a large scale, the 
results of this variation are considerable. Can a workman in our 
industry, by his activity, his willingness, and a more intelligent 
employment of his time, produce in the same length of time (one 
day) an increase of labor equivalent to one hour, i.e., to sixty 
centimes, which is the present price by the hour? Can he, be- 
sides, save twenty-five centimes in a day by avoiding waste of 
materials intrusted to him, and by bestowing care on the preser- 
vation of the tools All answer in the affirmative. If, then, a 
single workman can produce this result, realizing for the man- 


ager eighty-five centimes a day, which will amount in three hun- 
dred days labor to two hundred and fifty-five francs, and if we 


7C. R. Fay, Copartnership in Industry, pp. 61, 62. 
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suppose that the average number of workmen employed by the 
firm is three hundred, we have an annual saving of 76,500 
francs. 


Avoiding Adverse Criticism 


Having satisfied himself of the soundness of his ven- 
ture, his first step was to safeguard himself against the 
risk of being misinterpreted by an uninstructed public. 
He published several pamphlets in which he exposed the 
secrets of the trade. He showed how high pay might be 
gotten for bad work after securing a contract at a low 
figure.° Thus he convinced a skeptical public of the in- 
tegrity of his business and employment policies. His 
second step was to convince his workmen that he was not 
playing for a general reduction in wages. 

In 1839 an increase of wages was announced, and in 
1840 his eighty to ninety workmen assembled to discuss 
the profit-sharing principle. But these men were not 
sympathetic. 

The following year he reduced hours of work from 
eleven to ten, and on the 15th of February, 1842, an- 
nounced his resolve to share the profits of his business 
with his workmen.*® He pointed out that the plan would 
be limited in scope and that his authority was not to be 
compromised. Thus his scheme included only those work- 
men who, he believed, would co-operate better with the 
management in view of the prospect of a greater income. 
Those whom he could not expect to be awake to the pos- 
sibility of a private gain and for whom his system would 
not therefore provide an incentive to greater co-operative 
effort, were excluded. 

This principle of limited profit-sharing, emphasized by 


® Quoted by Charles Robert, Biographie d’un Homme Utile, p. 24, 
translated in Gilman, p. 75. 

® Charles Robert, p. 26. 

10 Gilman, p. 77, also Robert, pp. 28, 29. 
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Leclaire at the very outset, is practical in many establish- 
ments where the principle of general profit-sharing would 
meet with failure because of large numbers of unskilled, 
migratory workers to whom profit-sharing makes little 
if any personal appeal; and the success of Leclaire’s ex- 
periment is largely due to the fact that he recognized the 
importance of this principle. He organized a “noyau” 
or nucleus of employees with whom profits were shared 
on the basis of a simple, definite plan. All final doubts 
of his workers were dispelled when in February of 1843 
he assembled the forty-four members of his noyau and 
placed upon the table a bag of coin containing 12,266 
francs.11_ The average share of each worker was fifty-six 
dollars, an amount which very nearly equaled two-fifths 
of the average yearly wage. The sums received by the 
workmen varied directly with annual incomes. 


The “Noyau” and the Mutual Aid Society 


The next step was to associate the noyau with the 
mutual aid society already formed, thus cementing the 
common interests of workers and management and estab- 
lishing the basis for a unified and joint administration of 
the welfare arrangements introduced, thereby insuring a 
more automatic operation of his system. But a difficulty 
lay in the way, because the mutual aid society was 
brought to the close of its existence in 1853, the agreement 
having terminated at that time.’* The members had a 
right to divide the accumulated fund and they lost no 
time in doing so. Inasmuch as the older members of the 
society needed it more than ever, Leclaire reorganized it 
on an entirely new basis. The funds of the society were 
no more gathered from the subscriptions of its members, 


iS eae 78, also Robert, pp. 30, 31. 
12 Sedley Taylor, Profit Sharing, p. 8. 
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but from the profits of the business. Since the members 
of the noyau alone enjoyed the right of shares in profits, 
the mutual aid society and the noyau became practically 
identical. This was a strategic move for the reasons that 
the M. A. S. was placed in a position of closer relation to 
the business, the nucleus was given status through a 
definite organization, and a unified plan of joint admin- 
istration in those matters in which the society and the 
management had common interests was made possible. 
But the mistake was made of again limiting the term of 
the society to fifteen years, allowing for the division of 
accumulated funds and the disruption of the second 
society as in the case of the first. 

When Leclaire saw his error and proposed six years 
later that the members forego their right of future divi- 
sion of the fund, he was met with strong opposition. 
Forty thousand francs had already accumulated and to 
the workers it seemed that a bird in the hand was worth 
two in the bush. Persuasion failed, but when Leclaire 
suggested that future payments into the funds of the 
society could be withheld, and threatened to inundate the 
society with new members thus reducing the shares of 
the older ones, all opposition vanished. Leclaire was mas- 
ter in his own house. The time limit was abolished, re- 
tiring pensions were provided, and Leclaire was in a 
position to give the society the legal status that would 
guarantee the permanence of his welfare institutions. 

In 1863 the society was regularly incorporated and 
became a perpetual sleeping partner in the firm of 
“Leclaire et Companie.” ** The share of profits assigned 
to the society had made possible in ten years (1853-1863) 
the accumulation of a capital of 116,442 francs, of which 
100,000 were invested in the firm.1* Five per cent return 
7” 8 Robert, Dp.) Ga" 14 Tbid., pp. 62-63. 
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on the investment was allowed, a sum which, together 
with the 20% of the net profits falling to its share, was 
sufficient to pay sickness and accident benefits, old age and 
disability pensions, life insurance and funeral benefits ; 
30% of the net profits was paid to the workmen in cash 
as a bonus on wages, and the remaining 50% was re- 
tained by Leclaire and his partner.*® 


Incorporation and Extension of Profit-Sharing 


In 1869 the establishment as a whole was incorporated 
and thereby given a definite legal status and a permanent 
form of organization.° The regulations of the charter 
of incorporation were worked out in collaboration with 
the members of the M.A.S. after a thoroughgoing 
inquiry and discussion. The institution having been defi- 
nitely established, it was felt that some of the benefits 
could be extended to all of the workers without endan- 
gering the stability of the enterprise, and hence in 1871 
a resolution was proposed by Leclaire and passed by the 
M.A.S. which entitled all apprentices and auxiliary 
workmen to participate in the profits of the business. 

The establishment was now complete—the life-work of 
a man who conceived and boldly carried into execution a 
plan of business organization which reconciled the antag- 
onistic interests of employer and employed. In 1872, the 
year of his death, when Leclaire attended the annual 
meeting of the house, he learned with a deep sense of 
satisfaction that the next division of profits would give 
33,750 francs to the society and 67,500 in cash to the 
employees.*’ 


Growth of Business 
The business as left by Leclaire is a partnership in- 


—_—_———_ 


15 Tbid,, p. 63. 16 Taylor, p. 11. 17 Robert, p. 86. 
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cluding two managing partners and a sleeping partner, 
the M. A. S. In 1869 the capital of the firm was 200,000 
francs; subsequently it was increased to 400,000, and 
just before the war it amounted to 600,000.18 In 
1887 the share of the total capital owned by the society 
was one-half, the other half having been equally divided 
between the two managing partners. Since that time the 
proportion held by the society has been increased to five- 
eighths.1° The share of profits falling to the society has 
increased from one-fifth to  five-sixteenths; three- 
sixteenths is given to the two managing partners, and the 
remaining half is paid to the workers and members of 
the office force in proportion to wages or salary actually 
earned regardless of membership in the society or term 
of employment. The ratio of bonus to annual wages 
during the years from 1870 to 1886 inclusive varied from 
12% to 24%, the average annual ratio for the period 
having been 17.5%. Interest on all capital invested and 
wages of superintendence are deducted before profits are 
distributed. 


The Committee of Conciliation 


The society does not compromise the business au- 
thority of the managers; but it exerts effective influence 
in several ways. A general assembly is called once each 
year for the purpose of appointing two delegates to ex- 
amine the firm’s books; foremen are appointed for the 
different shops to hold office for one year ; it has the power 
of choosing the elective members of the Committee of 
Conciliation of which the two managing partners are ex- 
officio chairmen. 

The Committee of Conciliation has several important 
functions. When the occasion arises it nominates a new 
Fay, p. 64. % Tbid., p. 64. 
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partner to be elected by the assembled “noyau” ; it exam- 
ines candidates for admission into the society; it gives 
advice to delinquent members who may be suspended or 
even dismissed. Admission into the society is on a basis 
of merit rather than on a basis of tenure of service. 


The “Conseil de Famille” 


The “Conseil de Famille,” also chosen by the members 
of the M.A.S., is the executive body of the society and 
its functions are to visit and report cases of sickness and 
accident and make payments of benefits, pensions, and life 
insurance claims. Every member who is fifty years old 
and has worked for the house twenty years is entitled to 
a retiring pension of 1,200 francs per annum.” At his 
death funeral expenses are paid, a life insurance claim of 
1,000 francs is given to his family, and the payment of 
half the pension to the widow or to sons and daughters 
below the ages of twenty-one and seventeen respectively 
is continued.** 

According to article fifteen of the house, any work- 
man not a member of the society who is permanently 
injured while working for the firm has a right to a retir- 
ing pension.”? The sickness benefits include medical aid 
and the payment of two and one-half francs per day 
during a period of six months ; to this the house adds one 
franc, and a private benefit society a franc and a half, 
making a total of five francs per day.?* Special measures 
are taken when the sickness is protracted beyond the 
stipulated time limit. In the event of disability due to 
accident the same benefits are allowed, and if an employee 
is permanently incapacitated either through disease or 
injury a pension of 1,200 francs per year is granted, one- 


20 Gilman, p. 99. a Fay, p. 65. 
31 [bid., Pp. 99- Gilman, p. 99. 
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half of which is continued to his widow after his death, 
or to his children during their minority. 

Thus there are substantial sickness, accident, and 
funeral benefits, old age and invalidity pensions together 
with life insurance for the workers’ beneficiaries. More- 
over, the members of the society are paid somewhat higher 
than market rates of pay and their sons enjoy a prefer- 
ence if they wish to become members of the firm.?4 


Reasons for Success 


The success of Leclaire’s enterprise may be attributed 
in part to certain favorable circumstances under which 
his experiments were conducted. The success of some 
businesses is more directly affected by the way in which 
the laborers do their work than others. The influence of 
direct labor in house painting is obviously very great. 
Where the work is widely scattered and difficult of super- 
vision, the savings made possible by loyal and careful 
work are sufficient to pay substantial bonuses. Where 
the workers are intelligent enough and steady enough in 
their habits to persist in close co-operation with their em- 
ployers, and where the profits are sufficient to provide the 
necessary incentive, conditions are favorable to such a 
scheme as Leclaire inaugurated.?® 

On the other hand, it can hardly be too strongly 
emphasized that Leclaire personally worked out, step by 
step, each phase of his problem. Painters were not at all 
noted for their steady habits and superior grade of in- 
telligence in Leclaire’s time ; in fact, precisely the reverse 
was the case. But through the medium of the M.A. S. 
he succeeded in organizing a corps of loyal workmen who 
alone were entitled to share in the profits up until the 


24 Fay, p. 65. 
ict W. Taussig, Principles of Economics, Vol. 2, Pp. 307. 
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year before his death. Nor did the extension of the 
principle to all workers at this time interfere with his idea 
of limited profit-sharing, since the share of profits re- 
ceived by the society is over and above the cash bonus 
which is distributed to all the workers regardless of 
membership. He gradually accommodated the structure 
of the society to the needs of his enterprise by giving it 
a legal status and definite functions which secured dignity 
and permanence to the organization. 

Leclaire was exceedingly careful in guarding against 
misinterpretations. When, in 1840, he was first contem- 
plating his profit-sharing plan, he said to his workmen, 
“T think no one will imagine that on the day when the 
association is established everybody will be free to do as 
he pleases. No! gentlemen, it can never at any time be 
thus. I am the master in my business.” 2° If the work- 
men did not appreciate this fact at the time, they surely 
did some years later when the dispute arose over the 
second M.A.S. and he threatened to compromise their 
advantages both by increasing the membership of the 
society and also by withholding any future shares in 
profits. 


Interpretation of Leclaire’s Work 


His work cannot be interpreted either as communism 
or as philanthropy. “According to the critics,” argued 
Leclaire in 1870, “my staff, my men and myself are a 
tribe of communists. I beg their pardon, the sentiment 
of property is too strong among us for this to be so. The 
share of profit which our co-workers enjoy is a legitimate 

26 Robert, translated from the French, p. 28. Reviewing the precau- 
tions he had taken, Leclaire said in 1865: “Enfin, toutes espéces de dispost- 
tions furent prises pour que, dans notre maison, la marche des affairs ne 
put étre compromise par le décés, la démission, le départ des uns ou des 
autres, et que, partout et toujours, dans toutes les relations, et dans tous 


les movements, des employés et ouvriers, il y ett unité dans le command- 
ments et dans Vaction,” (Robert, p. 50.) 
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gain, the fruit of their labor.” ?7 “I saw,” he stated on 
an earlier occasion, “that it paid me better to make more 
and to give an interest in the profits to my workers who 
helped me, than to make less and give them no such 
interest. 7° 

There is no ground, however, for believing that the 
prospect of a large private fortune was his immediate and 
only incentive ; his property amounted to about one million 
francs at the time of his death, a fortune to be sure, but 
not an exceptional one. His sympathies for the worker 
were sincere; few men have understood the problems of 
the workers and helped them as effectively as Leclaire did. 
In fact the immediate motive in establishing his welfare 
institutions is best contained in his own statement that 
finding it “insupportable to live in close and hourly con- 
tact with persons whose interests and feelings were in 
hostility to him,’ he set about to consider how more 
amicable relations could be established.2® The whole- 
hearted interest of Leclaire in the well-being of his work- 
men is nowhere better illustrated than in his effort to find 
an innocuous substitute for white of lead. Out of sixty- 
three members of the M.A.S. who were sick between 
the years 1838 and 1844, nineteen, or 30%, had lead 
colic.*° With the aid of chemists he discovered how to 
use white of zinc and thus put an end to painter’s colic, 
in his own establishment at least.?# 

But the necessity of placing his venture on a sound 
economic footing was never lost sight of and the workers 
were not given the slightest reason for regarding their 
master as a philanthropist. The bonuses received were 
no gratuities but the product of their own labor. 


*7 Robert, translated from the French, p. 49. 

a8 Fay. Ds OL. 

2@ William T, Thornton, On Labor, p. 342 (a quotation). 
80 Gilman, p. 80. 

31 Taylor, pp. 4, 5. 
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Leclaire’s work stands in marked contrast to the paternal 
beneficence of Owen, and indeed merits a higher appraisal 
for that very reason. His methods cannot be applied 
generally, however, to the problems of industrial relations. 
The connection between the employees’ individual care 
and activity and the prosperity of a partictilar business is 
usually too uncertain. Though the workman may do his 
best, profits may be wiped out by a turn in the market, 
bad management, a tariff regulation, or some other un- 
foreseen condition beyond his control, even beyond the 
control of the management itself.2? But that Leclaire’s 
methods can be applied to particular enterprises with 
modifications depending upon circumstances, is sufficiently 
attested by the success of many business houses in which 
they are practised, such, for example, as the N. O. Nelson 
Company, the Procter and Gamble Company, the South 
Metropolitan Gas Company of London, the Dennison 
Manufacturing Company, Lever Brothers, the Zeiss Opti- 
cal Works, Godin’s Familistére at Guise, and many others, 
chiefly in France, Switzerland, and Germany. Leclaire 
stands, therefore, as the inventor of a method which, 
although it has its limitations, has proved and is proving 
to be an effective and economical mode of handling the 
intricate problem of industrial relations. 


32 A. T. Hanley, Economics, pp. 376, 377. 


CHAPTER evil 


THLE KRUPE St 
Systematic Welfare Work 


Pioneer industrial welfare work in Germany is more 
particularly associated with the Krupp steel works in 
Essen on the Ruhr than with any other single German 
establishment. The policy of systematic welfare work 
was adopted by this firm at an early date and has been 
carried on continuously to the present day. Nowhere else 
in Germany have welfare institutions been established on 
so immense a scale, and it is possible again, as it was in 
the case of Leclaire, to trace the development of an in- 
dustrial welfare policy from its earliest beginnings down 
to the present time. 


Community Problems 


The welfare work of the Krupps contrasts markedly 
with that of Leclaire; the benevolent paternalism of the 
former is set off sharply by the democratic methods of 
the French painter. But the Krupps, unlike Leclaire, were 
faced with the larger problems of community organiza- 


* Besides the booklet entitled “Friedrich Krupp, Aktiengesellschaft,” a 
statistical summary of the various business activities, benevolent institu- 
tions included, published by the firm, a complete account of the welfare 
work in a single volume has also been published by the firm, 

N. P. Gilman, in his “A Dividend to Labor,” has left us a description 
of the company’s welfare work, as also Samuel M. Lindsay in the Annals 
of the American Academy of Political and Social Science. Sanford 
Griffith in several Survey articles has helped the author in bringing the 
material up to date. 

E. R. L, Gould has described the housing activities of the Krupps 
in The Eighth Special Report to the U. S. Commissioner of Labor (1895); 
W. F. Willoughby has written a systematic description of.the firm’s wel- 
fare work in Bulletin 5 of the U. S. Department of Labor (1896); a gen- 
eral description of the growth of the plant written by M. D. Conway may 
be found in an article in Harper's Monthly, March, 1886, entitled, “An 
Iron City beside the Ruhr.” 
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tion. Leclaire’s task was to perfect a business organiza- 
tion on the basis of a mutual concern of management 
and workers; the problem of the Krupps was to perfect 
a community organization. In the former case the busi- 
ness was merged into a community, while in the latter 
the community was merged into a business. 

For the year 1910-1911 the office staff of Redouly et 
Cie, the present firm name of the establishment founded 
by Leclaire, amounted to 61; the workmen, members of 
the nucleus, numbered 136; auxiliary employees, 1,004; 
and apprentices, 36.2. The number of persons employed 
at the Krupp works, including 5,739 officials, totaled 
64,354 on January 1, 1907.2 According to the census 
taken by the firm during the week from May 15 to May 
20, 1905, the total number of persons connected with the 
works, including wives and children, amounted to 
£52,721.° 

Thus, the interest taken by the firm in the various 
problems of community organization, such for example as 
housing, amusements, recreation, public baths, and the 
like, is not to be wondered at, and the policy of benevolent 
paternalism may therefore be interpreted in terms of the 
circumstances surrounding the growth of the business. 
Robert Owen, dealing with similar problems, adopted a 
like policy. 


Growth of the Business 

Founded by F. Krupp in 1811 for the manufacture 
of crucible steel, the plant grew but slowly for several 
decades. In 1848 there were only 72 employees;° the 
sickness and death benefit fund, which marks the begin- 


2 Fay, Co-partnershi i. in Industry, 
8 Friedrich Krupp, Roktpapasriel Oi Sedation Data, ps 10. 


4 Tbid., : 
cS, Mt. Teadesy, Annals of the American Academy of Political and 


Social Science, Vol. 3, Pp. 332. 
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ning of the firm’s welfare work, was not established until 
1853. The industrial revolution moved more slowly in 
Germany than in France, and English manufacturers 
easily undersold German producers in German markets.® 
Hence there arose in Germany a demand for customs 
barriers. This demand resulted first in a great multi- 
plicity of import duties owing to the decentralized organ- 
ization of the country, and later in the Zollverein of 1834.” 
This agreement bound seventeen German states in a single 
customs union and brought on conditions more favorable 
to the independent growth of German industries. 

As against the 72 workers employed by the Krupp 
firm in 1848, there were 25,200 in 1892, 40,253 in 1898, 
and 64,354 in 1907.8 In the meantime a distinct system 
of welfare institutions had been built up. 


Company Housing 

The sick and death benefit fund begun in 1853 soon 
developed a pension fund, and in 1861-1862 the first 
working-men’s dwellings built by the company were 
erected.? This latter phase of the firm’s welfare work 
was the result of those striking municipal evils which 
have everywhere accompanied the early stages in the 
growth of industrial communities; overcrowding, high 
rents, unsanitary conditions, a high death rate, prevalence 
of disease, and a large number of petty shopkeepers who 
sold bad goods at exorbitant prices ; in short, a fertile field 
for the spread of discontent and those revolutionary ideas 
which explain the succession of labor difficulties with 


®“In Germany the revolution in industry came approximately two 
decades later than in France; in other words it began about 1845-1850.” 
(Ogg, p. 116.) 1825-1830 is the date given for the French Industrial 
Revolution. (Ogg, p. 114. 

t Hayes, Political and Social History of Modern Europe, Vol. 2, p. 96. 

®N. P. Gilman, A Dividend to Labor, p. 65. 

°W. F. Willoughby, Bulletin 5, U. s. Department of Labor, Bureau 
of Labor Statistics, pp. 482, 488. his is the third article of a series of 
five entitled ‘Industrial Communities.” 
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which so many large-scale industrialists have had to con- 
tend. In 1864 the number of persons living in each house 
averaged 24; the death rate was 55.5 per thousand ; the 
strike of 1872 continued over a period of six weeks.*® 
The direct interest of the firm in housing and other 
welfare activities in view of these conditions is clear; in 
fact the management is perfectly frank in the matter; 
“the building scheme was never intended as a charity, but 
to be carried out on strict business principles, the firm 
renting the houses so that they would pay for the cost of 
administration and a low interest on the capital in- 
vested.” 22. The return on the capital invested in the 
3,659 dwellings which the firm constructed in Essen dur- 
ing the years 1861-1891 was only 2.1%, not deducting 
anything for wear and tear on buildings.”* In the mean- 
time the company paid 5% on savings deposited by its 
own working people. How, then, could the venture have 
been carried out on “strict business principles’? The 
answer is that the management knew how to measure 
dividends in terms of industrial good-will as well as in 
terms of monetary return. The value of a steady per- 
sonnel and a loyal workmanship, conditions upon which 
industrial progress depend, were given their due weight. 
Buildings were put up as the establishment grew.!? In 
1261-1862 substantial buildings for foremen were erected ; 
in 1863 the first colony of working-men’s dwellings con- 
sisting of eight rows of two-story buildings, sixteen 
dwellings per row, was built. A second colony was con- 
structed in 1871-1872 and others rapidly followed. In 
1907 there were eight such colonies lying within a short 
distance of the Essen steel works, and several outside of 


10 Lindsay, pp. 333-334. : 

11 [bid., p. 339, quoted by Lindsay. 

2 Tbid., p. 341. ‘ , 

1%, R. L. Gould, Report on the Housing of the Working People, 
Eighth Special Report to the U. S. Commissioner of Labor, pp. 384-387. 
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Essen. The total number of family dwellings owned by 
the firm on January 1, 1907, was about 7,000. There is 
in addition a considerable number of barracks, lodging 
houses, and dormitories for unmarried workmen, owned 
by the firm.# 

Elaborate rules and regulations govern the use of these 
buildings. They are not sold by the company for fear of 
being resold to ‘speculators. While the arrangements are 
of military orderliness, the colonies are attractive in ap- 
pearance; the houses are well constructed and are pro- 
vided with patches for clothes-drying and gardening ; the 
streets are well shaded with trees, and convenient assem- 
bly halls, post-offices, school buildings, parks, churches, 
stores, and libraries are included.1® In short, the colonies 
are little suburban communities laid out, constructed and 
managed by the firm. 


Co-operative Stores 


Second in importance to housing are the co-operative 
purchasing societies controlled by the company. Members 
of the firm organized a small co-operative society in 1868 
and later requested the company to undertake the man- 
agement of the society.1* The object was to furnish all 
sorts of first-class goods needed by the workmen at lowest 
possible prices. At first prices were graded below the 
market, simply being made high enough to cover costs. 
The small profits unavoidably made were used for the 
benefit of the workers. Later a plan of real co-operation 
was adopted. The general range of prices was fixed only 
a trifle below market prices, thus doing away with some 
of the bitterness felt by private shopkeepers. All pur- 
chases are on a cash basis and the stores are open to all. 
aap. K, Aktiengesellschaft, pp. 102-103. 


15 Gilman, p. 67. 
16 Lindsay, p. 342. 
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Customers keep books with purchase entries and profits 
are divided according to purchases on December I5, a 
time when the dividend is generally appreciated. 

This phase of the firm’s welfare policy has likewise 
received a steady encouragement. The number of per- 
sons employed in the co-operative stores increased from 
449 in 1890, to 1169 in 1907. At the. latter date the 
supply stores included 77 shops (of which 49 are in 
Essen) for the sale of meat, bread, colonial produce, 
manufactured goods, haberdashery, shoes, ironmongery, 
and household furniture; 25 shops for the sale of 
potatoes, coal, and straw; 2 slaughter houses, a steam 
bakery, a hand bakery, one flour mill, one ice-making 
establishment, a brush factory, a paper bag factory, a 
coffee-making establishment, 2 tailor’s workshops, one 
shoemaker’s workshop, one laundry, a hotel, 2 clubhouses 
for officials, one clubroom for foremen, I1 restaurants, 
g shops for the sale of beer, and 3 coffee-houses.*’ 


Guaranties against Economic Insecurity 


The third phase of the firm’s welfare work covers the 
workers’ risks of economic insecurity and provides guar- 
anties against losses due to accident, sickness, death, per- 
manent incapacity, and old age. While the system of 
joint payments is followed in all but the accident fund, 
which is maintained entirely by the company, insurance 
funds have been heavily endowed by private gifts from 
the Krupps at various times. Contributions to the original 
fund of 1853 were made by both parties. In 1883 the 
national insurance law was passed, in 1884 the accident 
law, and in 1889 the law providing old age and invalidity 
pensions. While these laws cover nearly all of the above- 
mentioned risks of economic insecurity, the several funds 


17F, K, Aktiengesellschaft, p. 101. 
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established at the Krupps offer extra advantages. In 
respect to sickness insurance, members employed five 
years are compensated for the full cost of treatment over 
a period of twenty-six weeks as against the thirteen 
provided for by law.’® Married men or widowers with 
children receive the legal sick benefits plus a certain per- 
centage of wages for each child under fifteen, provided 
the whole benefit does not exceed two-thirds of the wage 
rate.° A board of physicians employed by the firm has 
the sole duty of looking after the health of the workers. 
Each new employee is given a physical examination and 
a hospital has been built for patients requiring special 
treatment. 


Accident Insurance 


The accident funds likewise offer more attractive 
features than are provided for by law. Full wages are 
paid to a person suffering accident during the period of 
recovery, and in the event of permanent incapacity, partial 
or complete, a benefit is paid which varies with the dimin- 
ished ability to work but may not exceed two-thirds of 
the wage rate received prior to the accident.”° Should an 
accident prove fatal, the family or relatives of the insured 
receive his full wages for the month of death and for two 
following months; thereafter the widow and dependent 
children receive a percentage which varies with the num- 
ber of dependents and may not exceed 60% of the de- 
ceased’s salary. 

A first-aid crew with necessary equipment is ready at 
all times and the machinery is provided with the best- 
known safety devices. 


18 Lindsay, p. 350, also Gilman, p. 69. 
1® Willoughby, p. 491. 
20 Gilman, p. 71. 
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Pension Funds 


The pension funds are divided into two classes: those 
for the ordinary workers, and those for officials and em- 
ployees receiving more than a stipulated wage. The fund 
for officials was founded in 1890 by F. A. Krupp with a 
gift of $125,000; the fund for employees was established 
in 1883 with very nearly all of the accumulated capital of 
the original double sickness and pension fund founded in 
1853. The sickness insurance law of 1883 made it neces- 
sary to divide the fund. 

A member of the workmen’s pension fund who has 
been employed by the works for twenty years or more is 
entitled to a pension which varies with wages received 
and length of service.*4 A substantial portion of the 
pension is allowed the pensioner’s dependents at the time 
of his death; the amount varies with the number of de- 
pendents. The combined state and works pensions offered 
opportunities so attractive that a restrictive measure had 
to be passed according to which the rights of the employee 
in the several funds may not entitle him to a pension in 
excess of three-fourths of his former wages.”* 


Endowments . 
Two special gifts very much facilitate the working of 
the insurance machinery above described. One is a grant 
of $250,000 given in 1887 by F. A. Krupp in accordance 
with the wish of his father, the purpose of which is to 
supplement the various insurance benefits in case of 
special need, such as a long and severe sickness, or failure 
to receive a needed benefit because of a technicality em- 
bodied in the rules and regulations, or where actual bene- 
fits are not sufficient to prevent want. The second gift, 
an endowment to the city of Essen amounting to $125,000, 


21 Willoughby, p. 495. 22 Lindsay, p. 354. 
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is used to encourage any undertakings which aim to im- 
prove the moral or material conditions of the lower 
classes. Both of these philanthropies, particularly the 
first, give a highly desirable flexibility to the insurance 
system. 


Life Insurance 


A life insurance association organized in 1877 encour- 
ages officers and men to take out policies. The manage- 
ment contributes every quarter a sum equal to half the 
premiums paid.?? Agreements securing special advan- 
tages to the association have been made with private life 
insurance companies. These advantages include the re- 
mission of the agent’s commission, the examination fee 
and other initial charges, and similar benefits.?* 


General Conclusions 


This system of insurance benefits, together with the 
dwellings and company stores, are the assurances offered 
by the establishment of a minimum standard of living 
unhampered, by the fears of economic insecurity resulting 
from accident, sickness, invalidity, or old age. Taken 
together, the guaranties of these institutions constitute 
fundamental requirements of living, and where these re- 
quirements are not safeguarded by a community or by 
the state, the large-scale industrialist may achieve a degree 
of good-will ensuring the growth of his business by insti- 
tuting the socially requisite standards. 

It. is significant that a business which has become 
world famous for its welfare work is also the largest in- 
dustrial establishment in Germany. It is also significant 
that so careful an investigator as Mr. Sanford Griffith 
finds the Krupp workers to be more accustomed to self- 


23 Gilman, p. 72. *4 Willoughby, pp. 499, 500. 
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government than German industrial labor as a whole.” 
There can be only one explanation of this, namely, the 
selective value of the welfare institutions. For the dis- 
contented who seek new opportunities the road to Essen 
is much traveled. Men not only remain with the firm but 
also desire their sons to take advantage of the educational 
opportunities offered that they may be fit for positions 
requiring skill and technical knowledge. 


Technical and General Education 


The fourth phase of the firm’s welfare policy is based 
on the need for a body of technical knowledge and a 
group of skilled workers on the one hand, and on the 
other hand, on the need for intellectual and spiritual ad- 
vancement for those who crave the necessary opportuni- 
ties. This work includes chiefly the educational activities 
of the firm. 

Schoolhouses for elementary instruction were first 
built and maintained in 1877. Several secondary schools 
have been partly supported. A system of apprenticeship 
education, a housekeeping school, and several industrial 
schools for girls and adults are also maintained. The first 
industrial school for women and girls was opened in 1875. 
Here are learned various household arts, such as dress- 
making and embroidery both for domestic purposes and 
as a means of livelihood.”® 

Apprentices are under the guardianship of officials and 
are taught two kindred trades.27. No fees are required 
and wages are paid, half of which are withheld until after 
the period of apprenticeship. A special fund of $3,000 
was set aside by F. A. Krupp in 1890 to be used for the 


25 Sanford Griffith, More Democracy in Germany Industry, The Survey, 
January 29, 1921, p. 629. 

26 Gilman, pp. 73-74. 

27 Lindsay, p. 358. 
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higher technical education of sons of overseers and work- 
men who distinguish themselves for their good conduct 
and capacity.2* The housekeeping school, first opened in 
1889, provides instruction in cooking and other household 
arts. 


Miscellaneous Welfare Activities 


Miscellaneous welfare activities include a building 
association founded by the management in 1889 with a 
capital of $125,000 to be loaned at moderate rates to 
employees desirous of owning their private homes. The 
fund is available only for those who satisfy certain re- 
quirements in respect to income, services, etc. Payments 
approximating rents are amortized on a long-term basis. 
Other features are a savings bank, a convalescents’ home, 
bathing establishments, an officials’ clubhouse, a circulat- 
ing library, barrack hospitals for contagious diseases, an 
establishment for medicinal baths, and dining halls for 
workmen who live a considerable distance from the 
plant.*° 


Business Basis of Welfare Work 


With the exception of a few charities, the expenses of 
welfare work above described are regarded as part of the 
necessary running cost of the business. Although the 
policy of paternalism is manifest throughout, the move- 
ment is by no means altogether a philanthropic one. 
About one-fourth of the board of directors give all of 
their time to the welfare work.*° The firm believes that 
the maintenance of the quality of its products and the 
guarding of business secrets are conditioned upon a steady 
and reliable personnel. The employees have been less 


28 Willoughby, p. 511. 
22 F. K. Aktiengesellschaft, pp. 109-110. 
80°C, R, Henderson, Citizens in Industry, p. 54. 
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affected by labor disturbances, and have been held at 
lower wages than would have been possible in the absence 
of a distinct and thoroughgoing welfare policy.*t More- 
over, the firm is emphatic in stating that it has been more 
than repaid by the better class of workmen obtained and 
retained, and by the absence of friction between the man- 
agement and its personnel. 


Paternalism and Industrial Democracy 


Yet, while all of this may be recognized, the one-sided 
nature of the work remains. If it is true that this is to be 
accounted for partly in terms of the mushroom growth of 
an industrial community with its imperative demands for 
socially efficient controls over such conditions as housing 
and sanitation, partly in terms of the accommodation of 
the German mind to the paternal type of control in view 
of the general historical prevalence of such institutions, 
and partly on the theory that the German workman, en- 
grossed with the problems of daily existence, does not 
wish to be troubled with committee meetings, assemblies 
and elections, the fact remains that workmen of any na- 
tionality sooner or later resent the implication that their 
industrial masters know better than they what is good for 
them. Indeed, this resentment was felt to some extent 
before the war, and since then far-reaching changes have 
taken place. 

Before the war only one-seventh of the workers em- 
ployed by the Krupps were organized in the socialist and 
Catholic trade unions; now nearly one-half are in the 
socialist unions alone, 11,000 more are in the Christian 
unions, and most of the others are members of the more 
conservative labor organizations.*? The Workers’ League, 


31 Ute ENED 517%. : 
82 Sanford Griffith, Plowshares at Krupps, The Survey, April 30, 1921, 
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a company union organized before the war, has lost nearly 
all of its workers. Along with other German manufac- 
turers, the Krupps have been obliged to recognize the 
unions and to negotiate wage scales with them. More- 
over, the Works Council Law of March, 1920, introduced 
the principle of labor participation in the control of pro- 
duction. 

It stands to the credit of the firm that these new con- 
ditions have not only been fully and honestly recognized 
but have been utilized for constructive purposes. Offices 
were placed at the disposal of the works council. The 
directors made it a point to be accessible to the works 
council heads at all times; these heads were relieved of 
their regular duties in the works and given definite func- 
tions such as the settlement of petty differences between 
foremen and workmen, the handling of much of the 
routine of employment, and other activities which relate 
directly to the welfare of the men.** Thus the works 
councils as well as the trade unions have been made a 
functional part of the factory organization, and the old 
accusation that while everything at the Krupps was for 
the worker nothing could be by him, has lost much of its 
point. The workers themselves admit that the further 
evolution of these functions is dependent upon the willing- 
ness and capacity to accept responsibilities and to develop 
their opportunities. But whatever may be the ultimate 
outcome, the present tendency is very clearly away from 
paternalism, and the status ante-bellum must be forever a 
thing of the past. 

%8 [bid., p. 141. 


CHAPTER IX 


FRANCIS CABOT LOWELL AND 
NATHAN APPLETON 


Paternalistic Character of Early American Welfare 

Work 

Pioneer American experiments in employee welfare 
work, like those of Robert Owen in New Lanark and the 
Krupps in Germany, were decidedly paternalistic in char- 
acter. They were carried out in connection with the 
textile mills of Lowell and a few other early New Eng- 
land towns in the first third of the nineteenth century. 

The living conditions of the operatives were super- 
vised chiefly for the purpose of attracting and holding a 
desirable class of labor. The immigrant tide of the forties 
and early fifties completely altered the industrial condi- 
tions of Lowell and these experiments do not hold the 
advantage, therefore, of having been continued down to 
the present times. A welfare policy, however, decided in 
character and extended in scope, was adopted at the time 
of the earliest beginnings of American manufacture, as it 
was by Owen, Leclaire, and Krupp with the origin of 
modern industry in their respective countries, and the 
conclusion is warranted that employers’ welfare work as 
we know it today began with the early establishment of 
the factory system of production. 


Explanation of Welfare Policy 
There were three factors accounting for the welfare 
work of the Merrimack and other corporations operating 
in Lowell in the first decades of the nineteenth century: 
113 
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1. The dependence of the community upon the various cor- 
porations for the establishment of adequate controls 
over the conditions of community life. 

2. The dependence of the corporations upon a relatively 
high grade of labor. 

3. Observations of factory conditions in England made by 
Francis Cabot Lowell, Nathan Appleton, and other 
founders of the New England textile establishments. 


The Merrimack corporation first established a mill at 
Lowell in 1823. Up to that time the town was “a barren 
waste in which the silence was interrupted only by the 
murmur of the little river of Concord and the noisy 
dashings of the clear waters of the Merrimack.”1 The 
Hamilton Manufacturing Company was incorporated in 
1825;° in 1827 there were six mills employing 1,200 
operatives, of whom nine-tenths were females, while at 
the end of 1836 there were 6,793 operatives, of whom 
5,416 were women.* There were 129,828 spindles at this 
time and 4,197 looms, and 849,300 yards of cloth were 
manufactured in a single week.* These facts make it 
clear that the community grew as the industries developed, 
and grew at so rapid a rate that housing facilities and 
other necessary accommodations such as schools, churches, 
and hospitals had to be provided by the corporations 
themselves. 

The dependence of the manufacturers upon a rela- 
tively high grade of individual is abundantly testified by 
early employees of the mills such as Mrs. Robinson and 
Lucy Larcom, and by famous visitors such as Charles 
Dickens and M. Chevalier. The employees comprised for 
the most part the children of independent New England 


ae Chevalier, Society, Manners and Politics in the United States, 
p. 128 

2G. F. Kenngott, The Record of a City, p. 

* Edith Abbott, Women in Industry, p. 121, anf Chevalier, D. 455. 

* Chevalier, p. 455. 
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farmers, mainly daughters between the ages of sixteen 
and twenty-five who wished temporary employment for 
the purpose of accumulating a bit of savings. A mort- 
gage on the farm had to be paid off, an education was 
wanted, sums were needed for dowries or for some other 
cherished purpose. A long, low, black wagon cruised 
New England for operatives who were secured from 
Maine, Vermont, New Hampshire, Massachusetts, Rhode 
Island, and Connecticut, and even from so far away as 
Canada. Few other employments were open and a short 
experience in a respectable manufacturing town wa 
looked upon as a real opportunity. . 

Chevalier wrote: “On seeing them (the workers) pass 
through the streets in the morning and evening and at 
their meal hours, neatly dressed; on finding their scarfs 
and shawls, and green silk hoods which they wear as a 
shelter from the sun and dust, hanging up in the factories 
amidst the flowers and shrubs, which they cultivate, I said 
to myself, ‘This, then, is not like Manchester.’ And when 
I was informed of the rate of their wages, I understood 
that it was not at all like Manchester.” ° 

Charles Dickens has also left us a record of the gen- 
eral character of the workers, as well as of employment 
and living conditions in Lowell. “These girls,” he wrote, 
“were all well dressed; and that phrase necessarily in- 
cludes extreme cleanliness. They had serviceable bonnets, 
good warm cloaks, and shawls, and were not above clogs 
and pattens. . . . They were healthy in appearance, many 
of them remarkably so, and had the manners and deport- 
ment of young women; not of degraded brutes of bur- 
den,” * 


5 Men were often employed to go to other states and to Canada to 
collect them at a certain price per head and deliver them at the factories. 
(Robinson, Loom and Spindle, p. 63.) 

6 Chevalier, p. 137. ‘ 

1Charles Dickens, American Notes and Pictures from Italy, p. 77. 
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Mrs. Robinson wrote: “The knowledge of the ante- 
cedents of these operatives was the safeguard of their 
liberties. The majority of them were as well born as their 
‘overlookers,’ if not better ; and they were also far better 
educated.” * This class of the population was the only 
available source of labor supply before the Irish immigra- 
tion movement set in about 1840, and accordingly the mill 
owners were obliged to guarantee conditions that would 
warrant New England parents in permitting their children 
to enter the mills. 

The third factor in explanation of the welfare policy 
of the Lowell corporations was the knowledge, such mill 
owners as Lowell and Appleton had gained, of industrial 
conditions in England. Both of these men investigated 
the textile industries of England and Scotland, and having 
observed the degraded social aspects of English manu fac- 
turing communities they were inclined to follow the ex- 
ample of Robert Owen rather than that of the average 
mill owner.?® 


Physical Well-Being of Workers 


The more material aspects of the welfare work of the 
Lowell mills included housing, boarding, a hospital, and a 
savings bank; the educational, moral, and social aspects 
included the construction and maintenance of schools and 
churches, a circulating library, and a community organ, 
the “Lowell Offering.” The boarding houses and tene- 
ments built by the mill owners have been variously de- 
scribed, but there can be no doubt that while the living 
conditions offered were superior to those generally pre- 
vailing abroad in similar communities, their attractions 
have been exaggerated by some writers. Descriptions 
must be appraised in the light of subjective standards held 

8 Robinson, p. 72. *Kenngott, pp. 6-8. 
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by their authors. Mrs. Robinson described life in the 
boarding houses as agreeable, and no doubt it was for 
those whose religious faith urged them to tolerate 
patiently badly ventilated and overcrowded bed-chambers 
and minute regulations rigorously enforced by the cor- 
porations.2? For the remaining, the temporary character 
of the work, the slowly accumulating savings, and the 
prospect of an early homecoming blotted out the diffi- 
culties and annoyances. 

That the housing program was an extensive one is 
sufficiently brought out by the fact that in 1849 the Merri- 
mack corporation at Lowell owned 178 houses, 35 board- 
ing houses for women operatives, 10 for men, and a large 
number of company tenements.‘t The houses were in 
charge of house matrons who were responsible to the 
companies for the enforcement of the regulations. These 
pertained to matters of social intercourse, the time of 
going to bed as well as to food and dwelling conditions. 
The matrons were held accountable for the neatness and 
condition of the houses, for the punctuality and quality 
of meals, for good order and harmony among the board- 
ers. No boarders other than employees were allowed, oper- 
atives were requested to use the company houses, doors 
were shut at ten, games of hazard and cards were strictly 
prohibited, regular attendance at divine service and rigid 
observance of Sabbath rules were required. The idle, dis- 
honest, dissolute, and intemperate together with those who 
regularly avoided Sabbath services, or violated Sabbath 
observances, were discharged.1? This systematic benevo- 
lence was only very occasionally complained of; it seems 
to have been generally regarded as the natural order of 
things. 

A hospital was purchased and fitted up by the corpora- 

30 Abbott, pp. 128-129. ™“Jbid., pp. 113-114." 12 Chevalier, pp. 140-142. 
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tions, and although a weekly charge of three dollars was 
debited to the account of each patient, no girl employed 
by any of the companies was ever excluded for want of 
means.** The Lowell savings bank had deposits from 
978 of the girls employed at the mills in July of 1841; 
their total savings was estimated at $100,000.24 


Social and Intellectual Advantages 


On the social and intellectual side there were company 
schools and churches, the “Lowell Offering,” the Lowell 
Lyceum, improvement circles, and circulating libraries. 
The Merrimack school was opened by the Merrimack 
corporation for the children of its operatives; all ex- 
penses of maintenance were paid by the company, how- 
ever, for only a few years.2° In 1832 a loan was author- 
ized for the building of the north and south grammar 
schoolhouses, but the corporations did not favor this 
enterprise although they bore the brunt of the financial 
responsibility ; the interest of the mill owners in this type 
of philanthropy was clearly not a strong one. 

St. Anne’s Episcopal Church was also put up by the 
Merrimack corporation and dedicated on March 16, 
1825.7 Every person employed by the mill was required 
to pay a monthly fee in support of the church regardless 
of denominational preferences. The agent of the corpora- 
tion paid the rector’s salary and the expenses of. the 
church, let pews to employees or occupants of the com- 
pany houses, and withheld from the wages of each oper- 
ative a fixed sum for the support of the church whether 
or not the employee attended.1® This obviously was 


18 Dickens, p. 79. See also Robinson, p, 18, 
14 Dickens, p. 79. 

1° Kenngott, p. 9. 

1® See Kenngott, p. to. 

i bid., Dei bis 

18 Abbott, pp. 115-116. 
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carrying the principle of benevolent control to the point 
of diminishing returns, for the workers greatly resented 
the ‘company church” as they called it. 


“The Lowell Offering” 


“The Lowell Offering,” the operatives’ magazine, orig- 
inated with the girls themselves and was mainly if not 
wholly supported by them.?® It told of the mills and of 
those who worked in them. It contained essays, stories, 
poems, and such articles as “The Pleasures of Factory 
Life,” “Factory Girls,” and an editorial corner on “Plants 
and Flowers in the Mills,’ making it clear that the period- 
ical was an important factor in creating an atmosphere of 
contentment and optimism. Dickens wrote enthusiastically 
about it. Workers in the factory towns of New England 
generally not only subscribed but also offered contribu- 
tions. The workers’ support of the magazine, the “Im- 
provement’ Circle,” the circulating library, French and 
German classes, Lyceum lectures, and joint-stock pianos 
are evidence of the intellectual curiosity of the employees 
and of the broad range of their interests. Indeed, the 
fame of Lowell is due to the unusual character of these 
early operatives as well.as to the welfare experiments of 
the corporations. 

Professor A. G. Peabody, of Harvard, wrote: “During 
the balmy days of the ‘Lowell Offering’ I used every 
winter to lecture for the Lowell Lyceum. Not amuse- 
ment, but instruction was then the lecturer’s aim. . . 
The Lowell hall was always crowded, and four-fifths of 
the audience were factory girls. When the lecturer en- 
tered, almost every girl had a book in her hand, and was 
intent upon it. When he rose the book was laid aside, and 
paper and pencil taken instead; and there were very few 


1° Kenngott, p. 15. 
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who did not carry home full notes of what they had heard. 
I have never seen anywhere so assiduous note-taking—no, 
not even in a college class, as in that assembly of young 
women laboring for their subsistence.” 7° 


The Lowell of Today—A Contrast 


The Lowell of today, with a population of over 
106,000 representing fifty or more nationalities, 50% of 
whom are foreign born and 80% of foreign parentage, 
presents a marked contrast to the Lowell of yesterday. 
The paternal relation of employer to worker is gone. The 
textile corporations have sold their tenements and boafd- 
ing houses ; successive waves of immigration have built up 
a mottled community with new problems of health and 
sanitation, and absentee stockholders are content to allow 
the people to handle these questions while they draw their 
dividends. 

But idyllic portrayals of old Lowell hardly coincide 
with the facts. “The happy days when life was homo- 
geneous, and all were one in their loyalty to the new mill 
town on the Merrimack, when the Yankee girls worked 
leisurely thirteen hours a day in the mills and wrote 
poetry at night, when everybody went to church on Sun- 
day and worshipped God in a common tongue,” 21 were 
nevertheless days of steady toil under conditions that have 
been improved in many respects, particularly in regard to 
the conditions of employment as now controlled by re- 
strictive legislation. The early mills were badly con- 
structed and defective in points of safety, sanitation, and 
comfort. The average length of the working day before 
May 1, 1847, was about twelve and three-quarters hours 
exclusive of meal periods which were too short—only 


20 Robinson, Loom and Spindle, pp. 74-75 (a quotation). 
21 Kenngott, p. 225, 
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one-half hour having been allowed for breakfast and 
dinner.22. Successive enactments of the state of Massa- 
chusetts have greatly improved the conditions of employ- 
ment, particularly in respect to hours of work, factory 
conditions, and the labor of children. 

Yet while all of this is true and exaggerated pictures 
of the “good old days” must be duly discounted, and the 
petty annoyances of systematic benevolence properly ap- 
praised, the fact remains that the conditions of life at 
Lowell were incomparably better than those which gener- 
ally prevailed at the time in similar manufacturing towns 
both at home and abroad. Welfare policies of the time 
were commonly not only paternalistic, but also inquisi- 
torial in character. This was true of Owen’s work, of 
the Krupps’, as well as of the activities of the early textile 
corporations of Lowell and other establishments of the 
period which carried on welfare work. 

Insistence upon democratic methods has placed a dif- 
ferent stamp upon modern welfare policies. The signifi- 
cant conclusions are that welfare work has been con- 
tinuously carried on with success over a long period of 
time by single businesses, and that employers’ industrial 
welfare work of today may be traced back to the early 
establishment of the factory system of production. 


22 Abbott, p. 126. 


Part IV—Modern Employees Welfare Work 


CHAPTER X 


STAGES OF DEVELOPMENT 


The Method of Evolution 


The evolution of employers’ welfare work reveals a 
negative tendency away from the paternal type of policy 
and a positive tendency toward the progressive differenti- 
ation and functionalization of welfare activities. Welfare 
work is becoming less a matter of caprice and more 
definitely an indispensable part of the administration of 
all industrial enterprises. As separate divisions of wel- 
fare work, such as education, housing, health and safety, 
etc., become distinguished, the services of especially 
trained experts are called for; at the same time the co- 
ordination of these activities requires a business organiza- 
tion in which the several departments are definitely and 
functionally integrated. 

This two-sided process of differentiation and integra- 
tion of welfare activities has been continuous and progres- 
sive and may be subdivided into three distinct stages. In 
the first stage welfare arrangements are more or less 
indefinite and spasmodic efforts of the employer, generally 
avowedly paternal and frequently inquisitorial in char- 
acter. In the second stage they are delegated to trained 
specialists variously called social secretaries, welfare sec- 
retaries, welfare agents, etc., who exercise very little if 


any authority and are directly responsible to the em- 
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ployers. In the third stage they are systematically co- 
ordinated as major staff functions under the direction of 
specialists who enjoy considerable authority and are 
variously called employment managers, welfare directors, 
labor managers, personnel administrators, labor super- 
visors, and the like. 

. These three stages in the development of employers’ 
industrial welfare work require further characterization. 
The important distinctions are points of organization, not 
matters of the particular kind of welfare work engaged 
in; the most highly organized departments of employment 
relations of the present day conduct no particular welfare 
activities which do not have their prototypes in some of 
the earliest industrial establishments. 


Doctors and schoolmasters have from the time of the Indus- 
trial Revolution been associated with factories; works’ dining 
rooms, doubtless primitive and unlovely, were in existence in 
the middle of the eighteenth century; baths in mills were deemed 
expedient a century ago or more; recreation clubs antedate all 
factory legislation; and old age pensions and sick insurance have 
superseded the charitable doles of employers prompted by kind- 
ness of heart or pressure of public opinion, to provide more or 
‘less adequately for those whose lives or strength had been spent 
in their service. Even the special welfare secretary in a modern 
factory is foreshadowed as early as 1851 by the appointment of a 
factory chaplain, “one who could give up his whole time and 
care” to the originating and superintending of the educational 
arrangements, so that the others in their “several positions in the 
factory should only have to back him up and assist him.” * 


Characteristics of First Stage 

The work of Dale and of Robert Owen at New 
Lanark, the early welfare work of the Krupps, and the 
welfare activities of the Lowell corporations already de- 
scribed, illustrate the first stage in the development of 
employers’ industrial welfare work. There is little or no 
pretension of democratic arrangements; the employer 


1E. D. Proud, Welfare Work, p. 3. 
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himself supervises his philanthropies, or a general man- 
ager responsible for production and marketing also has 
charge of the welfare work. Although the economic 
advantages are understood and recognized, the work is 
not functionalized from an economic standpoint; the ad- 
vantages of employment and “the good of the workers” 
receive an exaggerated emphasis ; the work is more or less 
crude, uncertain, generally badly managed, and its relation 
to the business is not well understood. Yet out of this 
greatly varied and amorphous mass of welfare activities 
the highly integrated systems of modern large-scale in- 
dustrialists have emerged. 


The Second Stage 


The second stage, distinguished by the delegation of 
welfare duties to a “welfare secretary,” or “social secre- 
tary,” becomes necessary as the work develops in magni- 
tude and definiteness. ‘““The capitalist manager whose 
interests have become widely extended and too varied for 
his personal attention, finds it imperative to employ some 
one to carry out his ideas in relation to his welfare work 
of all kinds.”’* The welfare secretary is directly re- 
sponsible to his employer, to a general works manager or 
to an official in charge of production. They have “influ- 
ence rather than authority”; * in general their chief func- 
tion is to establish or maintain a personal relation between 
management and workers. Differences in local require- 
ments and the size and character of the factory lead to 
considerable variety in the work done. In some instances 
the welfare secretary is personal adviser to the employees, 
in others the management of social, recreational, or educa- 
tional activities is entrusted to him, while in other cases 


7C. R. Henderson, Citizens in Industry, p. 266. 
*[bid., p. 267. 
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he supervises the work of trained nurses, doctors, and 
social workers. The experience, personality, and theories 
of the welfare secretaries also modify the work done. 
Duties fulfilled by the welfare workers of thirty factories 
which sent representatives to a conference held at York, 
England, in 1913, included the following : 


. Engaging workers. 

. Controlling the dining room and kitchen. 

. Investigating complaints. 

. Supervising cloakroom and lavatory accommodation. 

. Suggesting improvements in terms and conditions of 
employment. 

6. Assisting and advising in matters affecting the workers 
personally and privately. 

7, Visiting the sick. 

8. Organizing gardening, clubs, gymnasiums, and holiday 

excursions. 
9. Supervision of first aid.* 


ab wD 


Among the 431 establishments which provided sched- 
ules of welfare work reported by the Bureau of Labor 
Statistics of the United States Department of Labor, 141 
indicated that a welfare secretary is employed.® In slightly 
more than half of the cases investigated, the administra- 
tion of the work is by the employer alone.® Thus it is 
clear, from the numerical standpoint, that the greater part 
of the welfare work carried on in this country at the 
present time is in the first stage of development; approx- 
imately one-third is in the second stage, while only a 
relatively small number of establishments have developed 
the work as far as the third stage. This relation is not 
surprising when it is realized that the major part of the 
progress made along the line of welfare work of em- 
~~ «Bulletin 222, U. S. Department of Labor, Bureau of Labor Statis- 
HOS. Fe alietin 250, p. 123. (Bulletin references, if not otherwise stated, 


are to the U. S. Department of Labor, Bureau of Labor Statistics.) 
6 Ibid,, p. 121. : 
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ployers in modern industry has been accomplished during 
the last ten or twelve years.’ Establishments which have 
evolved welfare policies over longer periods of time are 
few in number, but in general it is to these few we must 
look for illustrations of welfare work carried beyond the 
second stage. 


Transition to the Third Stage 


In the second stage the differentiation of activities 
proceeds apace. The alert secretary will develop a line, 
say health and safety, and after convincing a skeptical 
management of the economic soundness of the work, an 
assistant will be employed—usually a trained expert—to 
whom the newly developed duties are turned over. Then 
the secretary discovers a second hole in the personnel 
administration, develops a second line of functions, edu- 
cation let us assume, and again succeeds in convincing his 
manager of the indispensable nature of the work. An 
expert in education is employed, the authority of the 
secretary grows, and perhaps in time a personal relations 
department is incorporated on a parity with the depart- 
ments of finance, marketing, and production. 

The third stage in the development of employers’ wel- 
fare activities is evolved in this way. The department of 
labor administration, or welfare, or personal relations 
work, or whatever it may be termed, is responsible for all 
of the welfare activities. These activities are functional- 
ized from an economic standpoint and include such 
bureaus or divisions as employment, health and safety, 
education, recreation, research, housing, and joint rela- 
tions.° Trained experts are responsible to the employ- 
ment administrator for the work of these bureaus. Thus 


7 Tbid., p. 119. 
®*Tead and Metcalf, Personnel Administration, Ch. 4. 
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the separate divisions of welfare work become integrated 
into a single department, which in turn is definitely co- 
ordinated with the departments of production, finance, 
and marketing. 

It is pointed out by Messrs. Tead and Metcalf that 
there is no hard-and-fast line of division between the 
management of production and the management of labor. 
The official in charge of production is frequently responsi- 
ble for the labor policy of his firm, including matters of 
welfare work as well as the administration of employ- 
ment. Accordingly, employment managers in charge of 
welfare work are frequently not major staff officials but 
subordinate officials responsible to the department of 
production or the general works manager. Where this is 
the case the employment manager has little or no policy- 
determining power and only a limited executive authority. 
This situation may be recognized as an intermediate de- 
velopment between stages two and three above outlined. 
A higher organization is implied than is true in the case 
of the welfare secretary, although not as high as is true 
in the case of the employment administrator who is a 
major staff official When welfare work becomes differ- 
entiated to the point where the function of the social 
secretary is to supervise the work of distinct welfare 
bureaus co-ordinated into a single body of activities, a 
development is reached which corresponds to the inter- 
mediate stage just distinguished. 


The Process of Functionalization 

Thus it is clear that modern employers’ industrial 
welfare work is the product of a progressive and con- 
tinuous process of functionalization, a two-phased process 
of differentiation and integration of distinct welfare activ- 
ities. Modern examples of industries in which welfare 
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work is highly functionalized include the Ford Motor 
Company, Colorado Fuel and Iron Company, United 
States Steel Corporation, International Harvester Com- 
pany, B. Kuppenheimer and Company, Swift and Com- 
pany, Dennison Manufacturing Company, National Cash 
Register Company, Metropolitan Life Insurance Com- 
pany, Hart, Schaffner and Marx, Solvay Process Com- 
pany, Clothcraft Shops of the Joseph and Feiss Company, 
and others. 

In England the best-known examples are Rowntree 
and Company, Ltd., Messrs. Cadbury Brothers, Ltd., and 
Lever Brothers; in France there is the firm of Redouly 
et Cie founded by Leclaire, The Bon Marché, and the 
Familistére at Guise founded by M. Godin; in Germany, 
the Zeiss Optical Works, the Krupps, and the Friedrich 
Bayer Company are among the best known examples. 


The United States Steel Corporation 


The Bureau of Safety, Sanitation and Welfare of the 
United States Steel Corporation was organized in March 
of 1911.8 The subsidiary companies conducted welfare 
work of various sorts before the consolidation took place, 
but no organized effort was made to develop this field of 
work until after the formation of the United States Steel 
Corporation.2° In order to systematize and standardize 
the work of the subsidiary companies, the Steel Corpora- 
tion inaugurated activities in 1906 which resulted in the 
appointment of committees to study welfare matters.?? 
This led to the organization of a safety committee com- 
posed of officials of the corporation and representatives 
from the larger subsidiary companies who had already 
studied the subject of accident prevention.1? Subsequently 
~~ * Bulletin 7, U. S. Steel Corporation, December, 1918, p. 4. 

20 C, L. Close, Welfare Work in the Steel Industry, p. 5. 
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committees on sanitation and other welfare activities were 
appointed. The work of these committees developed to 
such an extent that the organization of a central station 
became necessary and accordingly in March, 1911, the 
Bureau of Safety, Sanitation and Welfare was estab- 
lished.1? The manager of this bureau devotes his entire 
time to the supervision of the work and to the task of 
obtaining information and distributing it to the various 
companies. The following table of expenditures for 1912 
indicates the scope of the work: * 


Relief for men injured (accident insurance).......... $2,000,000 
Accident prevention Systems... 2... ceses ese cce esse ene 750,000 
ailitattotie COMMOLE (eGo a's ol terete are «cies s leterokereleoractinetacerere 1,250,000 
Pension fund (annual payments) ...............00000- 200,000 
Creation of permanent fund (thirteen years).......... 500,000 


The Ford Motor Company 


The Ford Motor Company employs over 400 men in 
the seven departments which have to do with the work of 
industrial relations ; these departments are the following: 


. Employment Office. 

. Medical Department. 

. Sociological Department. 

. Safety Department. 

. Superintendent’s Office. 

. English School. 

. Factory Legal Department.” 


N Aw BW DH 


The ‘Medical, Sociological, Safety, and Factory Legal 
departments are combined under the name “Sociological” ; 
they work as separate units reporting to a head who is in 
charge of them.1® The Employment Office, Superintend- 


18 Tbid., 
uC Ten tehaon. Citizens in Industry, p. 100. 
18 Written Statement from the Sociological Department; also Facts 


from Ford, pp. 53-69. 
16 Written Siarctient from the Sociological Department, 
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ent’s Office, and English School also operate as separate 
units and report to the general superintendent.*’ 


The National Cash Register Company 


The Welfare Department of the National Cash Regis- 
ter Company is subdivided into the following bureaus: 


. Health and Safety. 
. Education. 
Recreation. 

. Visitors. 

. Commissary.” 


nek wh 


A welfare director is in general charge of the work of 
the Welfare Department. 

The Welfare Division of the Metropolitan Life 
Insurance Company has developed the following activ- 
ities: medical, including a tuberculosis sanatorium for 
employees ; a dispensary; service and rest rooms; educa- 
tional, recreational, and general service features such as 
dining-rooms and a staff savings fund.t® These activities 
are supervised by the third vice-president of the company. 


The International Harvester Company 


The Industrial Relations Department of the Interna- 
tional Harvester Company is the product of a welfare 
policy carried on over a long period of years. During 
the first few years of the company’s existence the work 
was left to the individual plants, but the superintendents 
frequently objected to welfare expenditures being charged 
against them.*° Accordingly an Advisory Board of Wel- 
fare was created for the purpose of organizing and pro- 


1 [bid. 
_7®F5158—Printed by the National Cash Register Company, Dayton, 


io. 

19 Welfare Work of the Metropolitan Life Insurance Company, 1920, 
We oe ON 

79 Bulletin 123, p. 13; also Welfare Work of the International Com- 
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moting the welfare work. A department of welfare 
work was established as a branch of the manufacturing 
department. The superintendents of the twenty plants 
were constituted the personnel of the advisory board 
which selected an executive committee of five members, 
together with a superintendent of welfare work and an 
assistant, who devoted all of their time to the work of 
supervising the welfare activities.” 

When the Department of Industrial Relations was 
created on July 1, 1918, “charged with the duty of giving 
special attention to all matters pertaining to labor policies 
and the well-being of the employees,” * the advisory 
board had ceased to function.2* Whether it was legislated 
out of existence or quietly passed away without protest 
does not seem to be known.2® The manager of the newly 
organized department reports directly to the vice-presi- 
dent in charge of production and not to the board of 
directors. A written statement from the manager, Mr. 
A. H. Young, clears up the various relationships of the 
department : 

We are attempting to put forth our whole industrial relations 
program as a definite and integral factor of the manufacturing 
program. Of course the department has an indirect “dotted 


line” relationship to the publicity department, treasury depart- 
ment, public relations department, and other miscellaneous de- 
partments and officials, but my immediate superior is the vice- 
president in charge of manufacturing. ... At the local plants 
the employment managers, safety engineers, works surgeons, 
and other chiefs of the personnel forces report directly to the 
local plant superintendent. My relationship to them is purely 
advisory. All correspondence between this department and the 
local works personnel forces is directed to the superintendent 
who is recognized by us as the head of a more or less com- 
pletely autonomous organization. Furthermore, the local per- 


21 Welfare Work of the International Harvester Company, p. 4. 
22 Bulletin eee e 13. 
23 Harvester Industrial Council (1919), Pp. 6. 
24 Written statement from Mr. A. H. Young, Manager Industrials 
pepe International Harvester Company. 
td, 
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sonnel divisions are conducted on a “service basis.” It is their 
function to assist the foremen and co-operate with them in secur- 
ing desired results, rather than to be so definitely charted and 
charged with authority as to disturb in any way the very direct 
and heavy responsibilities of the foremen.” 


B. Kuppenheimer and Company 


The Department of Industrial Relations of B. Kuppen- 
heimer and Company is on a par with the following major 
divisions: manufacturing, advertising, sales, and accounts. 
Dr. A. J. Todd, the labor manager of the firm, is responsi- 
ble directly to the board of directors. The subdivisions 
of the Department of Industrial Relations include the fol- 
lowing activities: 

. Health, sanitation, and safety 

. Employment 

. Education 

. Grievances and discipline 

. Wage and rate setting 

. Negotiations on questions of market policy 
. Miscellaneous (Lunch service and recreation) 


N An! ND H 


Miscellaneous Examples 


The manager of industrial relations of the Goodyear 
Tire and Rubber Company likewise supervises an in- 
tegrated and functionalized system of personnel activities, 
as also does the employment manager of the Dennison 
Manufacturing Company. The term “welfare” is care- 
fully avoided in some instances, as for example at Swift 
and Company, but in point of organization, work, and 
actual results terminology does not matter much. It 
cannot be doubted, however, that there is a distinct ten- 
dency in this country away from the use of the term 
“welfare.” This is probably because much work which 
goes by that name is not systematized. All of the cases 


%6 Ibid, 
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cited have developed welfare activities up to the stage 
intermediate between stages two and three above dis- 
tinguished, and some into the third stage. 


Classification 


Employers’ welfare activities may be classified from 
the standpoint of the worker or from the standpoint of 
the business. Both classifications are important since 
every properly managed welfare arrangement is a benefit 
to the worker and must serve an economic function in the 
long run as a condition of survival. An economic classifi- 
cation which aims to refute a social classification is one- 
sided; a social classification is fatuous which fails to 
recognize the fact that all business activities, welfare 
arrangements included, must be functionalized from an 
economic standpoint. 

The great variety of welfare activities practiced at the 
present time makes it quite impossible to construct a 
classification that would cover all of them. Moreover, a 
certain amount of overlapping is unavoidable because the 
samne activities do not serve the same functions where 
factory and community conditions are greatly different. 
The advantage to the worker of such facilities as a club- 
room, a baseball field, restaurants, and libraries, depends 
upon the extent to which similar opportunities are offered 
by the surrounding communities. Hence in some instances 
such activities would very appreciably reduce the labor 
turnover and operate as indirect incentives to production, 
while in other cases they would do little more than serve 
as advertising media. 


The Workers’ Point of View 
The following classification is functional from the 
standpoint of the worker: 
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I. Those activities which improve the standard of living of 
the worker 
A. Economic advantages 


Le 


Monetary inducements 

(a) A minimum wage 

(b) Profit-sharing and stock ownership plans 
(c) Bonuses and premiums for long service 


2. Housing accommodations 
3. , ae 
4. Restaurants, cafeterias, dining-rooms, and lunch- 


Company stores 


rooms 


B. Intellectual and social advantages 


LS 


Recreation 
(a) Recreational facilities, athletic fields, gaming 
rooms, etc. 
(b) Clubs, general athletics, social gatherings, 
outings, etc. 
Educational 
(a) Co-operation in the administration of welfare 
activities. 
(1) Welfare committees 
(2) Shop committees and works councils 
(3) Joint boards of control 
(4) Industrial assemblies 
(5) Promotion and discipline committees 
(b) Training for the job 
(1) Apprenticeship systems and trade in- 
struction 
(2) Schools for executives and foremen 
(c) Education in citizenship 
(1) Americanization and English schools 
(2) Continuation schools 
(3) Libraries and clubs 
(4) Company organs 


II. Stabilization of the standard of living of the worker and 
his dependents. 
A. The regularization of work 
1, Control of employment in the interest of regulari- 


zation 
(a) Investigation of the causes of leaving 
(b) Transfer systems 
(c) Careful selection and placement of applicants 
(d) Job analyses and specifications 


2. Control of marketing in the interest of regulari- 


zation 
(a) Stimulating sales in off season, advertising 
campaigns, etc. 
(b) Placing orders in advance 
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(c) Offering special inducements to customers and 
salesmen 
(d) Dovetailing of markets 
3. Control of production in the interest of regulari- 
zation 
(a) Development of extra lines in slack season 
(b) Transfer of help from slack to busy depart- 
ments 
(c) Working to stock 
(d) Utility squads 
4. Control of finance in the interest of regularization 
(a) Emergency reserve funds 
(b) Reserves for extension and improvements 
(c) Unemployment benefits 
(d) The dismissal wage 


B. Old age and invalidity pensions 
C. Sickness and accident benefits 
D. Life insurance’ and funeral benefits 


III. Guaranties of health and physical fitness of the worker 
A. Reduction of fatigue 
1. Shorter hours 
2. Rest periods 
3. Vacations and holidays 
4. Washing, bathing, and dressing accommodations 


B. Treatment of accidents and sickness 
1. First-aid crews 
2. Emergency rooms and hospitals 
3. Visiting nurses 
4. Medical examination and care 


C. The minimization of accidents and industrial poison- 
ing ; 
1. Safety appliances ne 
2. Light, ventilation, and sanitation 
3. Dust, fumes, vapors, and noises a 


The Employer’s Point of View 
The following classification of the same activities is 
functional from the economic standpoint : 


27 Dr. G. M. Price has framed a scheme of welfare activities of em- 
ployers. There are two main divisions, (a) improving the economic con- 
dition of the workers, and (b) improving the physical, intellectual, and 
social status of the workers. In the first division are included five sub- 
heads as follows: (1) security and increase of income, (2) increased 
income for increased production, (3) reduction of the cost of living, (4) co- 
operation in administration, (5) special provisions for workers; in the 
second division there are the following subheads: (1) lessening dangers, 
(2) improving working conditions, (3) improved food and diet, (4) recrea- 
tion, (5) care for health, (6) education, (7) social improvement. This 
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I. Those activities which increase productive efficiency by 
adapting the worker to his task 
A. Systematic training for the job 
1. Apprenticeship systems and trade instruction 
2. Schools for executives and foremen 


B. Control of employment in the interest of adaptation 

1. Careful selection and placement, medical examina- 
tions, psychological tests, interviews, and experi- 
ence records 

2. Transfer systems, promotion systems, and follow- 
up work 

3. Job analyses and specifications 

4. Investigation of the causes of leaving and plans 
for the adjustment of grievances 


C, General education for the purpose of adapting the 
worker to his industrial environment 
1. Americanization and English schools 
2. Continuation schools 
3. Libraries and clubs 
4. Company organs 


II. Direct incentives to production (monetary inducements) 
A. The minimum wage 
B. Profit-sharing and stock ownership plans 
C. Bonuses and premiums for long service 


III. Indirect incentives to production 
A. Guaranties against economic insecurity 
1. Old age and invalidity pensions 
2. Sickness and accident benefits 
3. Life insurance and funeral benefits 
4. The regularization of work 
(a) Control of the market in the interest of 
regularization 
(1) Stimulating sales in off-season, advertis- 
ing campaigns, etc. 
(2) Placing orders in advance 
(3) Offering special inducements to customers 
and salesmen 
(4) Dovetailing of markets 
(b) Control of production in the interest of 


regularization 
(1) Development of extra lines in slack 
season 
(2) Transfer of help from slack to busy 
departments 


(3) Working to stock; utility squads 


is the only comprehensive classification the author was able to find. No 
attempt is made to functionalize activities from the business standpoint. 
(G. M. Price, The Modern Factory, pp. 295, 296.) 
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(4) General reductions in working time 
(5) Dovetailing of industries 
(c) Control of finance in the interest of regulari- 
zation 
(1) Emergency reserve funds 
(2) Reserves for extension and improvements 
(3) Unemployment benefits 
(4) The dismissal wage 


B. Guaranties of health and physical fitness of the worker 
I. Reduction of fatigue 
(a) Shorter hours of work 
(b) Rest periods 
(c) Vacations and holidays 
(d) Restaurants, cafeterias, dining-rooms, and 
lunchrooms 
(e) Company stores 
(f) Recreational facilities 
(1) Clubhouses, athletic fields, gaming-rooms, 
etc. 
(2) Musical and social clubs, social gather- 
ings and outings 
(g) Industrial housing 
(h) Washing, dressing, and bathing accessories 
2. Treatment of injuries and sickness 
(a) First-aid crews 
(b) Emergency rooms and hospitals 
(c) Visiting nurses 
(d) Medical examination and care 
3. Minimization of accidents and industrial poisoning 
(a) Safety appliances 
(b) Light, ventilation, and sanitation 
(c) Dust, fumes, vapors, and noises 


IV. Co-operative machinery in the administration of welfare 
activities 
A. Welfare committees 
B. Shop committees and works councils 
C. Joint boards of control 
D. Industrial assemblies 
E. Promotion and discipline committees 


Besides adjusting the worker to his task and engaging 
his interest, thereby promoting his productive efficiency, 
all of these activities tend more or less to decrease the 
labor turnover. When they are properly managed and 
functionalized economically, they have a tendency to re- 
duce friction in industrial relations to a minimum. More- 
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over, they ensure a public good-will as well as an 
industrial good-will, quite regardless of any policy of 
advertising that may be and sometimes is definitely asso- 
ciated with them. These generalizations require full sub- 
stantiation, and the description and examples which follow 
at this point are given for that purpose. 


The Criteria of Success 


There are then. three relationships which should be 
borne in mind: (1) the relation of employers’ welfare 
work to productive efficiency as indicated by the extent 
and quality of production as well as by the accident fre- 
quency rate and records of lost time due to sickness and 
tardiness; (2) the relation of employers’ welfare work to 
the labor turnover as shown by the annual rate of labor 
turnover; (3) the relation of the same work to industrial 
good-will as made evident in the statistics of labor diffi- 
culties. Since these relationships are primarily economic 
in character, the second classification will be followed 
rather than the first. 


CHAPTER XI 


SELECTION AND TRAINING FOR THE JOB 


Need for Technical Information and Skilled Work- 
men 

The first group of activities mentioned in the outline 
on page 136 of the preceding chapter, increases productive 
efficiency by adapting the worker to his task and is given 
under the head “Systematic training for the job.” These 
include apprenticeship systems, trade instruction, and 
schools for executives and foremen. 

There are two great needs which explain the increas- 
ing interest of employers in the education of their work- 
ers: the need for a cumulative body of technical 
information pertaining to particular industries and the 
need for skilled workmen who have a thoroughgoing 
knowledge of their special fields. These needs have not 
been adequately recognized by our public educational 
authorities. Accordingly the employer who is forced to 
import skilled labor from abroad at high costs or who 
must avail himself of foreign research bureaus for a 
complete technical knowledge of certain industrial 
processes, is easily persuaded to develop his own system 
of industrial training.t Hence employers in this country 


1The dependence of Americans upon English and German research 
bureaus is illustrated in connection with the control of occupational poison- 
ing in our dye works. Dr, Alice Hamilton points out that we have been 
dependent on published reports from England and Germany to tell us 
where to look for danger and how to provide against it. (Hygienic Con- 
trol of the Anilin Dye Industry in Europe, Monthly Labor Review, De- 
cember, 1919, Pp. I.) 

In this relation it is worth noting that the first co-operative effort 
to bring about an exchange of research information regarding the personal 
element in industry was made in Washington, D. C., on March 15, 1921, 
with the organization of the Personnel Research Federation, The federa- 
tion includes in its membership scientific engineering, labor, management, 
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are strongly encouraging the organization of industrial 
research bureaus on the one hand, and on the other are 
providing the means for apprenticeship systems and 
schools for executives, foremen, and semi-skilled workers 
inside their own industries. 


Trade Education—The Goodyear Tire and Rubber 
Company 

The “Industrial University” of the Goodyear Tire and 
Rubber Company is divided into four schools: production, 
commerce, sales, and household arts and Americanization. 
It has an enrollment of 6,200, a faculty of 117 members, 
and occupies three floors of a large building. Classes are 
in session from 7 A.M. to 11 p.M.? In the production 
school there are six apprenticeship courses, one each for 
machinists, draftsmen, bricklayers, electricians, plumbers, 
and tinners. 

The course for machinists is three years in length. 
Thirty-six hours a week are spent in the shop and every 
machine operation is mastered; five hours each week are 
given to school work, four hours to physical training, and 
one hour to a social club meeting. The beginner is paid 
35 cents per hour for his 46-hour week, receives a two 
and one-half cent raise every six months, and is qualified 
for the six dollar per day factory minimum after the 
completion of the course. The difference between the 
apprentice school wage and the factory minimum wage is 


and educational bodies. (Monthly Labor Review, May, 192I, p. 176.) 
Mr. R. M. Yerkes, temporary chairman of the federation, interprets dis- 
interested personnel research as an effort to solve the problem whether 
“the industrial system and its products shall be treated as ends or as means 
to human welfare.” (What is Personnel Research?,Monthly Labor Review, 
January, 1922, p. 11.) 

For a guide to organized research in employment management, indus- 
trial relations training, and working conditions, see Bulletin 200, eee 
Department of Labor, Bureau of Labor Statistics, entitled “Personnel 
Research Agencies,” by J. D. Thompson. 

_ *The Survey, June 26, 1920, p. 444. These activities were largely 
discontinued on account of business depression and the financial reorganiza- 
tion of the company. 
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withheld during the period of apprenticeship, which means 
that a lump sum ranging from $1,500 to $2,000 is received 
at the time of graduation.? The apprenticeship course in 
draftsmanship is similar. 

Advanced courses for executive positions are open to 
the graduated apprentices who may thus continue their 
training or receive a position in the company as they 
prefer. Entrance qualifications for the various courses 
differ. Applicants for the machinists’ course must be at 
least sixteen years of age, must have completed the gram- 
mar grades and pass a physical examination; eighteen 
years is the minimum age requirement for the apprentice 
course in draftsmanship and applicants must have a high 
school education or its equivalent.* 


Trade Instruction in the Ford Motor Company 


The educational system of the Ford Motor Company 
is equally unique. There are four schools: the apprentice 
school, the trade school, the service school, and the Eng- 
lish school. In September of 1920 there were 700 ap- 
prentices enrolled in the apprentice school. Most of their 
time is spent in the factory where they are instructed in 
the use of the different machines. Two classes are at- 
tended each week, one in mathematics and one in mechan- 
ical drawing. The course covers a period of three years 
in the classroom and four in the shop.® 

The trade school had an enrollment of 300 in Sep- 
tember, 1920, and a long waiting list. A scholarship, 
amounting to something over $400 annually, is reduced 
to an hourly rate and paid twice each month. This 
amount is increased from time to time until it reaches a 
maximum of $900. One dollar is added to each pay en- 


8 Ibid., PD. 445. 
4 Tbid., p. 444. 
5 Facts from Ford, September, 1920, pp. 33 and 35. 
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velope for the purpose of providing a thrift fund. Two 
weeks are spent in the shop for each week in the class- 
room and the graduates are fully equipped for places in 
any of the toolrooms. Mechanical drawing and mathe- 
matics are emphasized in the classroom. Dental and 
medical attention are provided by the firm.® 

The purpose of the service school is to establish a 
standard uniform service to owners of Ford tractors and 
cars wherever they are used. The candidates, who are 
selected by Ford dealers, are instructed chiefly in the 
mechanism of the Ford machines. Upon admission to 
the course they are placed on the company’s pay-roll and 
are sent back to their respective garages after passing a 
final examination. 


Relation to Labor Turnover 


These and other welfare features of the company, in- 
cluding chiefly their minimum wage rate, reasonable work- 
ing day and profit-sharing system, have had the following 
effect upon the labor turnover: in 1913, 370%; I914, 
54% ; 1915, 16%.” The turnover of 1913 cost the firm a 
minimum of $1,261,200, calculated on a $25 per man 
basis.® 

Other well-known firms which have established shop 
schools and apprentice systems include the Baldwin Lo- 
comotive Works, General Electric Company, National 
Cash Register Company, Packard Motor Car Company, 
and the New York Central and other railroads. 


Control of Employment Bureaus 
The second group of activities which increase produc- 


© Tbid.,. Pp. 39- 

7 Bulletin 208, U. S. Department of Labor, Bureau of Labor Statistics, 
p. 115. For the year 1916-1917 the labor turnover was 30 per cent. 
Bulletin 106, p. 157. (Bulletin references, if not otherwise stated, are 
to U. S. Department of Labor, Bureau of Labor Statistics.) 

* Frankel and Fleischer, p. 70. 
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tive efficiency by adjusting the worker to his task includes 
those which aim to control employment in the interest 
of adaptation. These activities comprise the careful selec- 
tion and placement of workers by means of medical ex- 
aminations, psychological tests, records of experience, 
transfer systems, job analyses and specifications, and in- 
vestigation of the causes of leaving. 

Central employment bureaus have been successfully 
established by the Ford Motor Company, Dennison Manu- 
facturing Company, Joseph and Feiss Company, and other 
large industrial organizations. The employment office of 
the Ford Motor Company not only hires and places men, 
but also transfers them from one department to another 
and interviews them when they wish to leave the employ- 
ment of the company. The theory of employment is that, 
within certain limitations very liberally defined, every 
man regardless of demerits is fit for a job; the problem 
is to discover the job. One per cent of its positions are 
reserved for men with prison records.® After a survey 
of its factory this company found that it could place 4,032 
crippled men, 2,637 one-legged men, 670 legless men, 715 
one-armed men, and about 1o totally blind men.*° Fol- 
lowing the institution of a transfer system in this com- 
pany, 1,466 petitions for transfers were received in three 
and one-half months; 304 applicants were transferred to 
other departments, 188 were given other work in the same 
department, and 974 applications were refused? All 
applicants for employment are given thorough physical 


9Tead and Metcalf, p. 46. 

10 Frankel and Fleischer, p. 92. The Goodyear Company tried mutes 
on certain factory operations several years before the war. Before the 
armistice there were 500 or more deaf mutes, men and girls, working 
for the company. They have demonstrated their abilities and a “Little 
Mother of the Mutes” is in charge of them. Care was taken to assign 
tasks in which the accident hazard was practically eliminated. (The Work 
of the Labor Division, the Goodyear Tire and Rubber Company, 1920, 
PP. 24-25. 

11 Slichter, p. 212. 
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examinations and are assigned to tasks for which they 
are physically fitted. 


Transfer Systems—Fayette R. Plumb Company 


The Fayette R. Plumb Company successfully insti- 
tuted a transfer system. The following account of it is 
given by J. 'M. Williams: ‘This was something never 
attempted. If a man did not suit his foreman he was 
fired and no questions asked. Now we look into unsatis- 
factory cases, try to find the causes, remedy them if we 
can, and if we can’t try to locate the unsatisfactory man 
in another department.” ?2 Men who were disgusted 
with their outlook have been successfully transferred to 
semi-executive positions with larger responsibilities and 
increased salaries; others temperamentally unfitted for 
their tasks were successfully transferred to different posi- 
tions. Such work is bound to reduce labor turnover since 
men who are satisfactorily transferred would otherwise 
have quit their jobs or have been dismissed in most 
instances. 


Reduction of Labor Turnover—Dennison Manufac- 

turing Company 

The Dennison Manufacturing Company, which em- 
ploys about 2,200 workers, transferred 219 men in 1915; 
40% for promotion, 4% upon the request of the worker, 
18% because of failure in first positions, 29% because 
of the completion of seasonal work, and 9% for miscel- 
laneous reasons.'* This concern reduced its labor turn- 
over from 68% in 1911, to 61% in 1912, 52% in 1913, 
37% in 1914, and 28% in 1915.1 This reduction is 

2 posed a“ ee 106, Pred: y 
son Manutactiring Conan Mauatis oh ee ee es 


and Social Science, Vol. 65, May 1916, p. QI. 
* Ibid., D. 93. ; 
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attributed to the comprehensive analysis of the require- 
ments of each job, careful selection of applicants, sys- 
tematic training of new hands, systematization of 
promotion, investigation of the causes of leaving, and 
regularization of employment.*® 

A large metal products manufacturing company of 
Chicago, employing an average force of 5,000 workers, 
has not suffered a labor turnover higher than 70% be- 
tween the years 1908-1916; the average for the nine- 
year period was slightly below 40%. The satisfactory 
relations between the management and workers is also 
indicated by the fact that during the last 55 years only 
one strike has taken place. Among the causes contribut- 
ing to these unusual results are: careful selection and 
placement of help and a system of promotion from the 
ranks to the better paid positions.*® 


The Crane Company 


The annual rate of labor turnover of the Crane Com- 
pany of Chicago employing an average of about 5,000 
workers is remarkably low: 1910, 42.2%; I91I, 29.6% ; 
1912, 40.2% ; 1913, 47.9%; 1914, 18%; 1915, 16.47. 
The employment department of the firm carefully places 
new help, follows up new workers, keeps employment 
records, transfers dissatisfied and inefficient workers, 
makes promotions from the ranks and conducts other 
welfare activities.*” 

A large Chicago mail-order house established an em- 
ployment department in 1907 with the following func- 
tions: systematic selection and placement by means of 
~~ a8 The Turnover of Labor, Bulletin 46, Federal Board for Vocational 
Education, November, 1919, D. 53. 

16 Slichter, pp. 244-246. Other causes include a liberal wage scale, 
bonus payments, medical advice and aid, sick benefits, regularization of 


work, pensions, and good sanitation and ventilation of works. (Slichter, 


p. 245.) : A 
1? Bulletin 46, Federal Board for Vocational Education, pp. 55-57. 
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interviews, records of experience, physical examinations, 
and job specifications ; a staff of visiting nurses for cases 
of illness, transfers for the unfit and dissatisfied, and 
promotion from the ranks. The following figures indi- 
cate the effect on the annual rate of labor turnover: 1910, 
147% ; I91I, 109%; 1912, 110%; 1913, 116%; 1914, 
82% ; 1915, 57%."* 

Outlines for the analysis of work, or job specifications, 
have been developed by the Youngston Sheet and Tube 
Company, the Westinghouse Electric and Manufacturing 
Company, American Optical Company, American Rolling 
Mill Company, Cincinnati Milling Machine Company, as 
well as the Dennison Manufacturing Company and other 
concerns cited above.}® 


General Education 


The third group of welfare activities which increase 
productive efficiency by adapting the worker to his task 
provides opportunities for the general education of the 
worker, and comprises chiefly Americanization and Eng- 
lish classes, continuation schools, libraries, clubs, and com- 
pany organs. In this connection the task of welfare work 
should be taken in its broadest sense, that is, it should be 
understood to include not only the factory environment 
of the worker, but also his immediate social environment. 
General education of the kind mentioned is mainly for 
the foreign-born and children of the foreign-born who 
are in need of knowledge of the English language and 
of American tradition and customs as a condition of 
efficient service and satisfaction with the job. Where 
these general educational activities are not primarily for 
newly arrived immigrants or their children, they afford 

18 Tbid., p. 57 


Pe 2s ob Specifications, Bulletin 45, Federal Board for Vocational Educa- 
tion, November, 1919, pp. 21-30. 
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relaxation, mental stimulation, and greater satisfaction 
with the conditions of employment. 

General educational opportunities are offered by the 
American Steel and Wire Company, Illinois Steel Com- 
pany, American Bridge Company, Tennessee Coal and 
Iron Company, and other subsidiary branches of the 
United States Steel Corporation. The following types 
of instruction are represented: English and Americaniza- 
tion classes, kindergartens, elementary work in reading, 
composition, and arithmetic, together with classes in house- 
keeping for women and civics. The classes are open to 
all who desire to attend, usually free of charge and usually 
take place at night outside of regular working hours. 
Expenses are minimized by encouraging educated em- 
ployees to serve as volunteer teachers. Local public night 
schools and Y.M.C.A. classes are partially maintained 
by the companies through contributions made at regular 
intervals.”° 


The Ford English School 

In September of 1920, 16,000 men had graduated from 
the Ford English School. Seventy-two lessons are given 
over a period of 36 weeks; the two weekly classes are one 
and one-half hours in length. The lessons are in the form 
of script sentences which are placed on the blackboard 
and repeated by the men; they deal with everyday life 
in the home and factory, safety hints, first-aid cautions, 
the care of the body and teeth, matters of state and na- 
tional government, and instruction in the routine of 
naturalization.2:_ The company attributed a 54% reduc- 
tion in accidents which followed two years of compulsory 
attendance in English classes to the fact that employees 
~~ 20 Bulletin 7, U. S. Steel Corporation, Bureau of Safety, Sanitation 


and Welfare, December, 1918, pp. 95-103. 
21 Facts from Ford, September, 1920, pp. 32-33. 
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had learned to read safety signs and understand orders.” 
Competent employees are encouraged to volunteer for 
the work of teaching. 


The Solvay Process Company 


The Solvay Process Company, near Syracuse, began 
its welfare work for employees 34 years ago by introduc- 
ing a sewing class for the workers’ children. A club- 
house known as Guild House was built some time later 
for the purpose of accommodating various educational 
welfare activities which developed to include classes in 
dressmaking, embroidering, sewing, cooking, and danc- 
ing.** English classes are held for the non-English 
speaking employees; attendance is compulsory and on 
company time, one-half the regular wage rate being paid. 
Teachers for these classes are provided by the public 
school authorities.*4 


Rowntree and Company, Ltd. 


Rowntree and Company, Ltd., of York, and Messrs. 
Cadbury Brothers, Ltd., at their Bournville works, offer 
more elaborate and systematic general educational oppor- 
tunities to their employees. In the former establishment, 
employing something over 5,000 workers, school attend- 
ance at the works is compulsory for all boys and girls 
entering employment under the age of seventeen.?° Classes 
are held during working hours and the wages of day 
workers are not deducted for time spent at school al- 


# Frankel and Fleischer, p. 99. 

*s Employers’ Welfare Work, Bulletin 123, U. S. Department of Labor, 
Bureau of Labor Statistics, p. 38. 

* Frankel and Fleischer, p, 99. Other similar welfare activities of the 
firm include a day nursery, clubs for play, classes in first-aid, an emergency 
hospital with a physician in attendance, trained nurses, a mutual benefit 
society, a ‘‘mechanics school” for boys, and a bonus system. The work 
is not startling or distinguished but has grown slowly under careful plans. 
(Brooks, Labor’s Challenge to the Social Order, pp. 102-103.) 

28 Some Notes on Educational and Other Work, Rowntree and Com- 
pany, Ltd., 1913, pp. 12-13. . 
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though the piece-workers lose their time. Teachers are 
on the pay-roll of the firm and devote all of their time 
to the work. 

The girls are taught gymnastics, needlework, cookery, 
and housewifery, over a period of three years; three hours 
per week are given to the course, the object of which is 
to train the girls to become proficient housewives. Gym- 
nastics are taught one-half hour per week over the three- 
year period, needlework is covered the first year during 
the remaining time, cookery the second, and housewifery 
the third. The boys attend three two-hour classes each 
week, two of the classes on company time and the third 
class on the boys’ own time. The six hours are spent as 
follows: gymnastics, two hours; mathematics, one hour ; 
English, one hour; woodwork, two hours. Experimental 
science is substituted for woodwork during the second 
and third years. 

Other welfare activities of general educational value 
conducted by the firm include clubs, supervised swimming 
and football, week-end outings and summer vacation 
camps. All of this work is motivated by a sense of social 
obligation felt by the employers.”® 


Messrs. Cadbury Brothers, Ltd. 


In the case of the Bournville Works, local educational 
authorities co-operate by furnishing instructors and build- 
ing accommodations. Attendance is compulsory for boys 
and girls under the age of eighteen.” There are day 
continuation classes and evening continuation schools ; the 
courses of instruction are very similar to those given at 
the Rowntree works. The various sections are organized 
into shifts so as to derange the routine of production as 


26 Tbid., pp. 12-16. : ; A 
21 Edward Cadbury, Experiments in Industrial Organization, p. 17. 
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little as possible. English, mathematics, and physical 
training are emphasized.”® 


Company Libraries 


Company libraries are useful in construction camps, 
railroad machine shops, works carried on in connection 
with mining and engineering operations, and in factories 
generally which are situated in districts where reading 
facilities are lacking. Ninety-nine establishments recently 
reported to the United States Department of Labor that 
they provide the books of a library which range from 
1,000 to 10,000 in number, together with the necessary 
space and attendants.2® In some cases a small fee is 
charged for the use of the books, but in general the books 
and newspapers may be had free of cost. The library of 
Sears, Roebuck and Company has a circulation averaging 
50 periodicals and 400 books per day among 20,000 em- 
ployees. Besides the 8,000 volumes on the shelves of the 
company, the employees have access to all of the books 
of the Chicago Public Library through the deposit station 
maintained by the company.*® The Metropolitan Life 
Insurance Company likewise maintains a deposit station 
of the New York Library and carries 2,000 volumes of 
its own; the circulation among 6,000 employees is at the 
rate of 200 volumes per day.*t A trained librarian and 
several assistants are in charge of the work.%? 


Company Organs 


Company organs serve several purposes. By multiply- 


* The Educational Scheme connected with the Bournville Works, pub- 
lished by the Bournville Works Education Committee, 1913. 

29 Bulletin 250, pp. 94, 95. 

8° Bulletin 123, p. 60. See also A Visit to Sears, Roebuck and Com- 
pany, published by the firm. 

*1 Frankel and Fleischer, p. 104. 

* The Welfare Work conducted by the Metropolitan Life Insurance 
Company, 1912, pp. 14-15. 
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ing many times the points of common interest of the 
workers and their employers, they create an atmosphere of 
mutual good-will and even encourage the development of a 
certain esprit de corps among the workers. They are the 
means of furnishing necessary information to the opera- 
tives in regard to the problems of the management, safety 
precautions, health measures, labor policies, etc., as well 
as a means of providing the management with the particu- 
iar problems and points of view of its employees. Articles 
of a technical nature afford a mental stimulus, while per- 
sonal notes and caricature sketches of bosses and foremen 
offer a sure means of relaxation. The Armco Bulletin 
of the American Rolling Mills Company, for example, 
tells its readers about the processes and history of iron 
and steel manufacture.** The outside interests of the 
workers are also encouraged by running a series of 
amateur photographs and other similar devices. Munsing- 
wear News is furnished free to every employee of the 
Munsingwear Corporation. There are pictures of em- 
ployees’ children, caricature sketches showing employees 
at their hobbies, bits of helpful advice told in humorous 
picture language, pictures of the athletic teams, stories 
of vacation trips, letters from employees, sections such as 
“How I spend my evenings,” selections of poetry together 
with short stories and accounts of athletic, welfare, and 
business activities.2* Such organs are “the medium for 
the democratic collection, evaluation, and distribution of 
information concerning the lives, purposes, and hopes of 
the people in the shop.” * 


88 Tda Tarbell, New Ideals in Business, p. 301. 
34 Munsingwear News, Men’s number, November, 1921. 
> Tead and Metcalf, p. 189. 


CHAPTER XII 
DIRECT INCENTIVES TO PRODUCTION 


Statistical Interpretation 

The second main group of employers’ welfare activi- 
ties included in the classification given on page 136 com- 
prises those enumerated under the head “Direct incen- 
tives to production.” These include monetary induce- 
ments to production such as minimum wage rates, profit- 
sharing, stock ownership plans, bonuses and premiums 
for long service. The relation to output is direct not only 
because the benefits to the worker are pecuniary in char- 
acter, but also because the productive efficiency of the 
workers is usually the chief factor determining the amount 
of gain enjoyed by them. 

In some instances it will be possible to show the effect 
of these activities upon the output curve. This is the 
primary economic relationship to be observed in connec- 
tion with this group of arrangements. It is also evident, 
however, that these incentives tend to reduce the turn- 
over and to minimize industrial friction by increasing the 
satisfaction felt by the workers with the conditions of 
employment. In the great majority of cases it is impos- 
sible to show the relation between particular welfare activi- 
ties and production statistics, rates of labor turnover, and 
strike data because of the simultaneous operation of many 
other factors. Employment policies and welfare work in 
general, however, as carried out in particular establish- 
ments may be shown to have produced desired results 


along the lines indicated, as has already been demon- 
strated. 
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Investigation of the United States Bureau of Labor 
Statistics 

The Bureau of Labor Statistics recently conducted an 
investigation of the labor turnover and employment 
policies of a large motor vehicle manufacturing establish- 
ment situated in one of the large cities of the Middle 
West. The study was made at a time when war activities 
and the consequent competition for help resulted in un- 
usual rates of turnover for most businesses. Enterprises 
in the same city commonly experienced turnover ranging 
from 300% to 400%. Four of the twenty-two establish- 
ments studied had a turnover of 50% to 100%; three had 
a turnover of 100% to 150%; two, 150% to 200%; 
five, 200% to 250% ; three, 250% to 300%; and five had 
a turnover of 300% to 400%. The rate in some estab- 
lishments was 500% per year. Nevertheless the turn- 
over of the motor plant did not exceed 75% during the 
period from 1915 to 1918. It was 60.2% for the year 
ending May 31, 1916, 74.3% for 1917, and 67.4% for 
the year ending May 31, 1918. 

This result is attributed to a “carefully planned pro- 
gressive labor policy designed to hold employees.” ? All 
questions relating to personnel and the conditions of em- 
ployment are centralized in the hands of an executive 
official who is vice-president of the company and combines 
the functions of employment manager and general factory 
manager. The chief features of the labor policy are: 


1. Recognition of the right of an employee to join a labor 
organization if he so desires. 

2. A living wage. 

3. Employees’ committees for keeping in touch with the 
management and for the prompt adjustment of griev- 
ances. 


1 Monthly Labor Review, October, 1918, p. I. 
2 Tbid., p. 1. 
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4. The “best possible’ working conditions. 

5. Good treatment. 

6. The absence of any wage payment schemes which might 
be considered as intended to drive the workers.® 


There are educational activities, recreational features, 
health and safety measures, two first-aid hospitals, a res- 
taurant, a factory publication, a sick benefit association, a 
medical staff which handled 20,038 surgical and medical 
calls in 1917, a factory co-operative store—in fact, very 
nearly all of the welfare activities that have been classified 
in this chapter are here illustrated. An effort to estab- 
lish the connection between any one of these activities, or 
even any closely organized group of them, and the labor 
turnover, would manifestly be a gratuitous task. In a 
few isolated cases all factors but one have been kept con- 
stant; this is especially true of experiments which have 
been conducted to show the relation between a shorter 
working day and output. But these experiments are ex- 
ceptional. The relation which has clear and unquestion- 
able significance is that existing between the labor policy 
of an establishment including the various activities above 
enumerated and the annual rate of labor turnover or the 
rate of production as the case may be. 


The Minimum Wage 


First among the direct incentives to production is the 
establishment of a minimum wage scale. This may be 
for the purpose of guaranteeing a living wage to all 
workers, or may serve to attract and hold a higher grade 
of labor than could be had by paying market rates, or 
simply to stimulate productive efficiency. In 1914 Henry 
Ford startled the industrial world by introducing a five- 


*Tbid., p. 2. 
*Ibid., pp. 14-17. 
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dollar minimum wage rate on an eight-hour base; on 
January 1, of 1919, this was raised to six dollars per day. 
The Goodyear Tire and Rubber Company likewise has a 
six-dollar per day minimum factory wage rate. Other 
now famous examples are the minimum weekly rate for 
all workers of the Karl Zeiss works at Jena, and the 
minimum wage rates of the Cadbury Company, Lever 
Brothers, and Rowntree and Company. When such 
minimum wage rates are adjusted to changes in the cost 
of living, they offer guaranties of a definite standard of 
living. Where market wages are insufficient to maintain 
a standard of physical efficiency, as is sometimes the case, 
especially in times of business depression, wages higher 
than market rates not only increase productive efficiency 
by ensuring physical fitness, but they also stimulate effort 
since the ordinary worker will take pains to please his 
managers when he knows that the loss of his job will 
force hitn to accept a lower wage. 

During a period of six years (1910-1916) the Joseph 
and Feiss Company increased hourly wages in the shop 
69%, and the weekly wage rates 49%, over the market 
rates which prevailed in Cleveland in 1910 and which the 
firm paid at that time.” Total production increased 59% 
and costs were reduced 10% during the period. The 
labor turnover of the company for the year I910 was 
150.3% ; for the year IQII it was 84.8% ; in 1912, 74.7% ; 
1913, 65.1%; and in 1914, 33.5%.° It should be added 
that the firm introduced a comprehensive plan of per- 
sonnel administration about the time wages were raised 


5 Facts from Ford, p. 

®° Price, The Modern Ractory: p. 298. 

1 Tarbell, De 216; 

® Ibid., p. 215. See also Annals of the American Academy of Political 
and Social Science, Vol. 65, p. 56; data for the period from 1910 to 1915 
is here given by Mr, R. A. Feiss in an article entitled, “Personal Rela- 
tionship as a Basis of Scientific Management.” 

7h A . Feiss, of. ci#., p. 55. 
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and that the weekly working schedule was reduced from 
54 hours to 48 hours during the period above indicated.’° 
Good employment conditions are maintained by the firm. 
The shop is designed to be a model factory building; 
dining-rooms are provided and luncheons are served at 
cost; there is a nurse’s room for rest and emergency 
cases, the Clothcraft Penny Bank, a mutual benefit asso- 
ciation, and recreational and educational features.1? 


Competitive and General Advantages 


Many employers pay higher than market rates of wage 
in order to secure a better than ordinary grade of labor. 
This advantage is obviously a competitive one. Yet it is 
clear from studies that have been made of the standard of 
living and wages as they prevail in this country, that 
the advantage of paying higher than market rates is more 
general and less competitive than may be supposed at a 
first glance. This can be shown to hold up to a certain 
point. ' 

Streightoff’s conclusion is that 75% to 90% of work- 
men’s earnings in this country provides only the barest 
subsistence, and that much or most of the remaining 10% 
to 25% is needed to secure requisites of mere physical 
efficiency.1? Moreover, there can be no doubt that when 
accustomed satisfactions of a psychological character are 
denied, physical efficiency is as truly impaired as when 
requisites of a physical character are wanting. So far as 
working efficiency is dependent upon physical necessities 
and accustomed psychological enjoyments, all employers 
have a common interest in offering a wage sufficient to 
meet these needs. Wages in excess of this amount offer 


10. Tbid:, p. 506. 

a ilies 123, U. S. Department of Labor, Bureau of Labor Statistics, 
Pp. 

2 Streightoff, The Standard of Living, Ch. 1. 
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only a competitive advantage which varies with the mar- 
ginal utility of the added increment of income. 


Profit-Sharing Plans 


Employers have introduced profit-sharing in their 
establishment to encourage the elimination of waste and 
to promote economy, to increase efficiency, to stabilize 
the working force, or to improve relations between the 
management and its employees.** In the report of the 
systematic study of profit-sharing plans as they operate in 
this country, conducted by the United States Department 
of Labor under the direction of Dr. Boris Emmet, profit- 
sharing systems are classified as follows: 


1. Profit-sharing proper, or “true” profit-sharing, in- which 
the amount to be distributed varies with and depends 
upon the net profits of the enterprise, or upon the 
amount of dividends paid to stockholders and in which 
benefits are extended to at least one-third of the total 
number of workers, including employees in occupations 
other than executive or clerical. 

2. Limited profit-sharing, in which the amount to be dis- 
tributed again depends upon net profits, but in which 
the benefits of the plan are limited to less than one- 
third of the total employed excluding employees other 
than executive or clerical. 

3. Bonus plans in which the amount available for distribu- 
tion does not depend upon net profits, but upon such 
factors as estimated, probable profits, length of service, 
the price of the commodity manufactured, or amount 
of savings of employees as shown by stock subscrip- 
tions.* 


The number of strict profit-sharing plans—those of 
the first class—operating in the United States at the pres- 


13 Profit-Sharing in the United States, Bulletin 208, U. S. Bureau jof 
Labor Statistics, p. 169. ie 
4 Bulletin 208, U. S. Department of Labor, Bureau of Labor Statistics, 


pp. 8, 9. 
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ent time does not exceed sixty. Most of these plans are 
of recent origin, about eight-ninths of them having been 
established since 1900. The number of firms falling in 
class 2 or class 3 is much greater than the number in 
class I. 


Results Achieved 


As regards the degree to which the objects of profit- 
sharing have been attained, the Labor Bureau gives defi- 
nite information. In respect to the improvement of rela- 
tions between employers and employees, “the consensus 
of opinion, almost unanimous, seems to be that the plans 
did have a very decided tendency to establish more satis- 
factory relations.” As regards the turnover of labor, “all 
of the informants without exception were also of the 
opinion that the establishment of the plans had a tendency 
to reduce the percentage turnover of their working or- 
ganizations.” ** But as to the effects upon either indi- 
vidual or collective efficiency, the greatest divergence of 
opinion was expressed. Only three employers stated defi- 
nitely that this had been the result, and these three paid 
unusually high profit-sharing dividends to their em- 
ployees.*® 


Investigation of the National Industrial Conference 

Board 

Another quantitative study of the working of profit- 
sharing plans in this country has recently been made by 
the National Industrial Conference Board. The following 
numbers of establishments were covered: 41 true profit- 
sharing plans; 14 limited profit-sharing plans; 30 wage 
bonus plans; 12 savings sharing plans; and 4o stock sub- 


15 Tbid., p. 170. 
4 Tbid., p. 171. 
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scription plans, aggregating 137 plans.17 The high mor- 
tality of profit-sharing plans is brought out and attributed 
to dissatisfaction felt by the workers and changed condi- 
tions in the industry. The report confirms the inference 
made in connection with the study of Leclaire that limited 
profit-sharing plans are in general the most efficient. Out- 
side of a more or less select group (the “noyau”), such as 
executives and officials, profit-sharing does not usually 
elicit the interest of the workers.*® 

The conclusion that “profit-sharing plans are possible 
of successful maintenance for limited periods only” ?* is 
not borne out by many enduring successes. On the other 
hand, where profit-sharing plans have been introduced to 
knock the bottom out of collective bargaining, or simply 
as a palliative for low wages, long hours, or bad working 
conditions, or where the systems have been unduly com- 
plex, indefinite and uncertain as to time and amount of 
payment, failure is not surprising. 

Profit-sharing is not understood to be a final solution 
of the labor problem, a point which is explicitly recog- 
nized in the report. The more positive conclusions of the 
survey cannot be called into question: (1) that “properly 
understood and utilized, it (profit-sharing) possesses valu- 
able features,’ 2° and (2) that “of greater importance, 
however, than any mechanism for securing co-operation 
and loyalty, and necessary to the real success of any plant, 
is the influence and personal touch of wise management 
that believes in maintaining the best possible relationship 
between the highest executives in the organization and 
the humblest worker in the ranks.” #4 This judgment sup- 


17 Practical Experience with Profit-Sharing in Industrial Establish- 
ments, Research Report No. 29, National Industrial Conference Board, 
en Ole 
ate Research Report No. 29, Pp. 55- 
1° Tbid., p. a 
20 Research Report No. 29, p. 78. 
2 T[bid., p. 78. 


160 MODERN WELFARE WORK 


ports the conclusion already drawn, that particular wel- 
fare features such as profit-sharing schemes or pension 
plans, must be evaluated as an expression of an employ- 
ment policy, or a general plan of welfare arrangements 
including hours, wages, and the conditions of work. Single 
arrangements in themselves stand for little. It can be 
shown that those establishments which are noted for suc- 
cessful profit-sharing systems are also noted for their 
wise and far-reaching employment policies. 


Formulae for the Division of Profits 


The principles determining the relations between the 
employees’ and stockholders’ shares of profits are various. 
The most arbitrary basis of division is the 50-50 plan; 
the economy dividend introduced in connection with the 
Leitch plan of employers’ representation by the Packard 
Piano Company and William Demuth and Company is 
shared in this way.. It will be remembered that at the 
Maison Leclaire 5% interest on all capital constitutes a 
first claim on profits. The remainder is distributed as 
follows: three-sixteenths to the managing partners, five- 
sixteenths to the Mutual Aid Society, and one-half to 
the workers and members of the office staff.2? 

Beginning with the principle that “every element in 
production must participate in all profits in proportion to 
the service it has rendered,” 7 M. Godin deduced that the 
shares of profits enjoyed by capital and labor should be 
proportional to the amounts paid to them; that is, the 
amount paid to capital would vary with interest received 
as determined by the general rate prevailing, while the 
amount paid to labor would depend upon wages as deter- 
mined by a customary standard of living. 


22 Fay, p. 68. 
28M. Godin, Social Solutions, Addenda, p. 9. 
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The receipts of a member of the Godin Familistére con- 
sist of: (1) his wages; (2) the amount of profits apportioned 
to his wages; (3) the amount of profits apportioned to the certifi- 
cates of stock owned by him; (4) 5% interest on such certifi- 
cates; (5) participation in the social institutions maintained by 
the society, chiefly old-age pensions, insurance, and schooling; 
fe) Profits realized by the co-operative store, if patronized by 
jm. 


The principle of income as explained has governed the 
division of profits at the Familistére at Guise.2® In some 
instances of profit-sharing the relation between total capi- 
tal invested and wages paid governs the division of profits. 


The Zeiss Optical Works 


At the Zeiss Works a portion of the profits is put into 
a reserve fund to secure the permanency of the establish- 
ment. A sum sufficient to meet demands for pensions, 
indemnities, and various benefits for employees is also set 
aside. A certain sum is withdrawn in order to extend 
the business and another sum to make good a possible 
loss. Depreciation is accounted for and capital receives 
not only the prevailing rate of interest on mortgages, but 
also a premium for risk corresponding to the average loss 
of capital in similar industries. Out of the remainder a 
certain portion, varying with circumstances, is allowed for 
the “general interests of the industry or of science,” and 
what is left is distributed to employees.”* It is evident 
that the main object of this plan is to guarantee steady 


24 Adams and Sumner, Labor Problems, p. 350. 

25 This same principle of income is regarded by Mr. Scoville Hamlin 
as the proper basis of representation for stockholder and worker in corpo- 
rations. Profits would be shared according to the same principle. “In 
this principle we find the solution of the problem of capital and labor, 
the means of averting the catastrophe, not only to American industrial life, 
but to the entire American nation.” (Law and Labor, August, 1921, p. 
199.) See also A Plan for Averting Industrial Strife, by Scoville Hamlin. 
Far from solving the problem, the general application of the principle 
would aggravate it by creating an arbitrary and altogether artificial division 
of power. 

2eH. W. Farnum, The Economic Utilization of History, pp. 152, 153; 
see also F. Auerbach, The Zeiss Works, translated by S, F. Paul and 
F, J. Cheshire, pp. 104-109. 
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employment to the workers by establishing firmly the 
financial stability of the enterprise; in fact, the profit 
shares are regarded as an annual payment of deferred 
wages or salary. A minimum wage is assured to all 
‘employees. 

Another plan of division is illustrated by the extra 
compensation and stock ownership plan of the Interna- 
tional Harvester Company which became effective on Jan- 
uary I, 1920. Profits are divided among three groups: 
ordinary employees, executives and managers, and stock- 
holders. Fixed wages are paid to the first group, fixed 
salaries to the second group, and a guaranty of 7% on 
the investment is capital’s prior claim. The profits re- 
maining after meeting all first charges are distributed 
as follows: 40% to ordinary employees, 20% to man- 
agers and executives, and 40% to stockholders, in pro- 
portion respectively to wages, or salaries or shares of 
stock held. The distribution is partly in cash, and partly 
in 7% preferred stock of the company, although the right 
to pay all in cash is reserved.?? 


Stock Ownership—Lever Brothers, Ltd. 


The firms of Lever Brothers of Port Sunlight and 
the Dennison Manufacturing Company have instituted 
unique stock ownership plans. The legal validity of the 
former depends upon a trust deed entitled “The Co- 
partnership Trust in Lever Brothers.” ?* The participants 
include the members of the board of directors and all 
employees who comply with the necessary qualifications. 
These comprise a service period of five years, age of 
twenty-five years, and recognition of the terms of agree- 
ment in which the profit sharers promise they “will not 


21 Extra Compensation and Stock Ownership Plan of the International 
Harvester Company, 1920, pp. 73-79. 
28 Fay, p. 85. 
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waste time, materials, or money in the discharge of their 
duties, but will loyally and faithfully further the interests 
of the company.” ”° 

The determination of partnership certificates available 
for distribution is left to the discretion of the board of 
trustees who are assisted in this work by an advisory 
committee representing the employees and selected by 
them. Since Sir W. H. Lever is the majority share- 
holder, the annual issue of certificates is practically de- 
termined by him. These certificates are valuable only as 
dividend-bearing papers; they are not permanently owned 
property and may be canceled for violation of the terms 
of agreement. All first charges, including 5% on ordi- 
nary shares, have prior claim on earnings; the remaining 
sum is distributed among all shareholders, ordinary shares 
and partnership shares, at a common rate. Thus, if ordi- 
nary stockholders draw 20% in dividends, partnership 
shareholders receive 15%. 

When a member reaches the age of retirement his 
partnership certificates are exchanged for preferential 
certificates which yield 5% and rank after the 5% paid 
to ordinary stockholders. These certificates lapse on the 
death of the holder, but are held for the widow until she 
rematries. The preferential certificates, like the partner- 
ship certificates, are non-negotiable and non-assignable. 
This plan was introduced as an additional benefit in a 
long series of welfare arrangements, including housing, 
recreational clubs, restrooms, a reasonable working day, 
living wage scales, etc., and was not only well received by 
the workers, but approved by the secretary of the local 
trade union who said of it: “After paying trade union 
wages to all his staff, after giving concessions in the way 
of a forty-eight hours’ week, . . . this scheme is a thing 


29 Ibid., pp. 85-86. 
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to be proud of, and Mr. Lever deserves the congratula- 
tions and the thanks of every trade unionist in the dis- 
Thich. 

This was in 1909; since that time labor organizations 
have expelled employee-partners in the Lever scheme. 
Two actions have recently been brought by participants 
in the co-partnership plan to prevent their unions from 
canceling their memberships. It was ruled in the first 
case that the plaintiff was entitled to an injunction to 
restrain his expulsion, while the judgment in the second 
instance held that the plaintiff was entitled to relief. 


The Dennison Manufacturing Company 


The stock ownership plan of the Dennison Manufac- 
turing Company is inseparably interwoven with a system 
of employees’ representation and a comprehensive em- 
ployment policy which includes a medical staff in constant 
attendance, various recreational and educational activities, 
a housing fund, and mutual benefit associations. The 
motives which led to the adoption of the plan were: 
“(1) to provide a better means of distribution of what- 
ever profits there might be in excess of a fair return on 
capital; (2) to make certain that the voting power would 
always remain in the hands of those intimately acquainted 
with the company’s affairs.” ? ' 

The common stock was all converted into a first pre- 
ferred stock carrying a fixed cumulative dividend. All 
profits remaining are reinvested in the business, and in- 
dustrial partnership stock is issued to the amount so in- 
vested. Two-thirds of this stock is voting stock and is 
given to the managerial industrial partners in proportion 
to their relative salaries. 


%° [bid., p. 91 (a quotation). 

*! Law and Labor, September, 1921, p. 212, 

* Industrial Partnership Plan of Dennison Manufacturing Company, 
19I0.- Dt. ! 
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These partners include all employees who have been 
with the company at least five years and whose position 
requires the exercise of managing ability or business judg- 
ment.2 This stock is the only voting stock; it is non- 
transferable, and thus the control of the company is 
entirely in the hands of the managerial partners. The re- 
maining third of partnership stock is distributed among 
the employee industrial partners who include all employees 
other than the managerial employees whose service periods 
are three years or more. The share distributed is in 
relation to length of service.** The employee industrial 
partners participate in the management of the industry 
through the general works committee which consists of 
about sixty representatives of the employees elected by 
departments.*° The effects of this industrial partnership 
plan are stated as follows: 

_.. the principal effect in our minds is the development of a 
true industrial partnership, with all that this implies in change 
of point of view on the part of the management and employees. 
Of these effects perhaps the most important is the broadening 
of the point of view of the management from the foremen up, 
by making them feel that their responsibility is as much to the 
employees as to the directors, and that it is the welfare of the 
company, including its employees, its management, and its cus- 
tomers, that is their real objective, rather than present profits. 
With this attitude on the part of the management, the right atti- 
tude on the part of the employees will follow as a matter of 
course.” 


Bonus Plans 
Among the bonus plans there is none more distinctive 
than that of the Ford Motor Company. This was started 
in 1914 as a so-called profit-sharing scheme—really a 
bonus system—and modified in 1920 under the title “The 
88 Employee Industrial Partnership Plan, Dennison Manufacturing 
nae GTP pp. 3-13. 


ny DDe 55 Os ; ! 
86 Dennison Paployeer Co-operative Plan, Summary, 1920, and Denni- 


son Employees’ Co-Operative Plan, Constitution and By-Laws, 1921. 
36 Exhibit No. 1, Dennison Manufacturing Company, p. 5. 
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Bonus and Investment Plan.” 3? The original bonus plan 
provided for an hourly profit rate which was added to 
the wage rate. The profit rates ran from 2814 cents per 
hour on the 34-cent wage, to 714 cents an hour on the 
So-cent wage. Qualifications for participation were 
limited to “clean and constructive living.” °° These limita- 
tions on participation were carefully investigated by a 
group of men called advisers associated with the depart- 
ment of education of the company. Attention was 
focused upon the homes of the workers, and in 1914 only 
60% of the working force were approved as profit sharers. 
Since then the great majority of employees have fulfilled 
the necessary living requirements. 

The original bonus plan was entirely superseded by 
the bonus and investment plan of 1920 which gives recog- 
nition to skill and length of service. The bonuses are 
worked out in tabular form and vary directly with wages 
and length of service.2° The only condition of eligibility 
is three months of employment. The investment aspect 
of the plan gives the opportunity of purchasing Ford in- 
vestment certificates which are non-negotiable and non- 
assignable and may be purchased and held only by those 
in active service of the company. The entire bonus to- 
gether with a sum not exceeding one-third of each pay 
check may be deposited toward the purchase of certifi- 
cates. In addition to a guaranteed return of 6%, these 
certificates may bring increased returns depending upon 
earnings and the judgment of the board of directors of 
the company. The board of directors also determines the 
annual distribution of bonuses.*° 

The substantial character of bonuses paid warded off 
any resentment the workers might have felt because of 


* Facts from Ford, p. 59. "27 bid. Dp, 6%< 
38'Jbid,, Dp. 157. “ Tbid., p. 61. 
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the investigation of their living conditions under the first 
plan. Total bonus payments aggregated $10,000,000 in 
1914, and $8,000,000 in 1920.7 Considered in connection 
with the other departments dealing with personnel rela- 
tions, the bonus plans have had highly desirable effects in 
stabilizing the working force and ensuring against labor 
difficulties. 


Conclusions 

Thus, while there are varying principles of division of 
profits and widely different systems all of which must be 
evaluated in the light of the circumstances to which they 
have been adapted, the most successful experiments to- 
gether with many significant failures show that profit- 
sharing can only be effective as part of a system of care- 
fully planned welfare activities, that is, as one of a great 
variety of methods which characterize a sound policy of 
employment management summarized in a fair wage, a 
reasonable working day and good working conditions. it 
is no panacea for labor difficulties and does not meet with 
success when used as a method of interfering with the 
right of collective bargaining. Maximum effectiveness of 
the plan is reached when it applies to select groups of 
relatively high rank employees whose working efficiency 
has a direct and measurable relation to output and who 
therefore feel a greater responsibility under a perfectly 
clear and definite scheme of profit-sharing than they other- 
wise would.*? 
~~ # [bid., B. St , 
; «J. G. Brooks and other recent writers on the subject of pionee ay. 
ing agree that the stud made by Messrs. Burritt, Dennison, Gay, Heil 


man, and Kendall entitled “Profit Sharing, Its Principles and Practice,” 
is the best work on the subject. 


CHAPTER XIII 


GUARANTIES AGAINST ECONOMIC 
INSECURITY 


Indirect Incentives to Production ! 

In the two preceding chapters two main divisions of 
employers’ welfare activities were discussed: activities 
which increase productive efficiency by adapting the 
worker to his task, and the direct incentives to production. 
The next three chapters consider the indirect incentives 
to production. These may be divided into two classes: 
namely, the guaranties against economic insecurity, and 
the guaranties of health and physical fitness of the worker. 
In the first class are included old age and invalidity pen- 
sions, sickness and_ accident benefits, life insurance, 
funeral benefits, and finally those measures which aim at 
the regularization of work. The guaranties of health may 
be grouped as follows: measures for the elimination of 
fatigue, the treatment of injuries and sickness, and the 
prevention of accidents and industrial poisoning.? 


Competitive Advantages of Guaranties Against Eco- 

nomic Insecurity 

So long as the state does not provide adequate pro- 
tection for superannuated employees, the sick, and the 
partly or totally incapacitated because of accident, every 
employer enjoys a competitive advantage in offering guar- 
anties covering these risks. That wisely administered and 
carefully planned old-age pension funds and_ benefit 


? This grouping is in accordance with the classification given in Chap- 


ter X. 
168 
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schemes subventioned by employers reduce the annual 
rate of labor turnover, requires no statistical proof since 
the enjoyment of these benefits is dependent upon con- 
tinuous service. Indeed, workers occasionally complain 
that funds of this kind are used to coerce satisfaction 
with the job since it is usually stipulated that members of 
such funds forfeit all rights whenever the employment 
relation ceases. This, however, can hardly be spoken of 
as an injustice where the funds are maintained entirely 
by employers. ‘ 

The narrow margin on which wage-earners generally 
support themselves and their dependents brings home to 
them the value of adequate insurance covering the vari- 
ous risks of economic insecurity. Hence such funds as 
are necessary to compensate the worker for losses due to 
old age, sickness, and incapacity for work resulting from 
accident, have a distinct tendency to encourage steady and 
efficient service. As regards old-age dependency, in Eng- 
land, “two out of every five men and women who live 
to the age of sixty-five are destined under existing cir- 
cumstances to become chargeable to the poor rates.” * 
In the United States, “approximately 1,250,000 of the 
people above sixty-five years of age are dependent upon 
public or private charity to the amount of about $250,- 
000,000 annually.” * 


General Advantages 


While these facts may be taken to demonstrate the 
competitive advantage enjoyed by the employer who main- 
tains sickness, accident, and old-age pension funds, they 
also suggest a general advantage _of which all employers 
may avail themselves regardless of competition. The fear 


2 Adams and Sumner, p. 489 (a quotation). 
8 Frankel and Fleischer, p. 310. 
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of economic insecurity is no small factor in the psychology 
of every worker. The consequences to himself and to his 
dependents, of old age, protracted illness, and injury are 
fraught with horror for the average wage-earner, and 
fear paralyzes the human energies of production. “Work 
accidents in the United States, according to the best at- 
tainable estimates, annually cause more than 35,000 deaths 
and about 2,000,000 injuries, whereof probably 500,000 
produce disability lasting more than one week.”* As 
regards sickness, “a committee of experts acting for the 
American Association for Labor Legislation has estimated 
that annually there are 248,750,000 days of sickness among 
workmen in the United States, costing $792,892,860. The 
United States Bureau of Labor Statistics reports that 
every workman in the steel industry has the expectation 
of nine days lost by sickness in a year as against four 
days lost by accident, a significant proportion when we 
realize that it does not cover the cases of men forced by 
sickness to quit entirely, and that only the sick leave their 
work,” ® 

In view of figures of this kind and similar ones con- 
cerning the risks and costs of unemployment, the factor 
of fear should not be underestimated because it is difficult 
to measure. The worker whose mind is relieved of the 
several risks of insecurity is free to put his heart in his 
work in a way which would otherwise be altogether im- 
possible. Beyond the point of removed anxieties for the 
present or the future, the gains to the employer made 
possible by pensions and disability funds are competitive 
in character, the advantages varying with several circum- 


*E. H. Downey, The Machine Process and Industrial Accident, _re- 
produced in Hamilton, Current Economic Problems, p. 534. ; 

Jak Chamberlain, The Industrial Cost of Sickness, reproduced in 
Hamilton, Current Economic Problems, pp. 543, 544. See also, A Study 
of Industrial Absenteeism, by R, S, Quinby, in Monthly Labor Review 
October, 1921. 4 
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stances entering into the equation, chiefly the degree of 
protection given to the worker and the need for it. The 
need is in general inversely proportional to income. 


Industrial Pensions 


Several quantitative studies have been made of indus- 
trial pensions and benefit funds partially or totally main- 
tained by private employers and corporations. The Mer- 
chants’ Association of New York recently completed an 
investigation of pensions. There are now between 150 
and 200 old-age systems maintained by private corpora- 
tions in this country. These concerns include various 
manufacturing establishments, railroads, and banks. The 
co-operative administration of the funds is a necessary 
condition of success, according to this report. 

The lack of success of pension systems is due in no small 
degree to the fact that they are usually autocratic and pater- 
nalistic rather than democratic and co-operative. ... The best 
practice, which, however, is far from typical calls for the de- 
velopment of a permanent pension fund kept separate from the 
regular assets of the business in such a manner as to protect 
it from creditors in case the company meets with financial diffi- 


culties. At least in the case of a contributory system the con- 
tributions should be protected.’ 


Other conclusions in respect to pension plans as they 
are organized and administered at the present time are 
contained in the report on welfare work made by the 
United States Bureau of Labor Statistics. Seventy-five 
establishments carrying old age allowances were visited. 
Only 14 funds out of 66 for which the dates of inaugura- 
tion were given were established previous to 1910.8 The 
continuous service requirements generally exclude those 
who are most in need of pensions since the unskilled, 


® The Survey, October 23, 1920, p. 126, 

7 [bid., p. 126 (quotation from report). 

* Bulletin 250, U. S. Department of Labor, Bureau of Labor Statistics, 
p. 107. 
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lower paid men are much less likely to fulfil the service 
qualifications. This points again to the necessity of an 
employment policy designed to hold all of the workers. 
The majority of the funds are maintained exclusively by 
employers, only four requiring contributions from em- 
ployees. This is also a source of weakness since such 
funds are frequently regarded as paternalistic. Retire- 
ment ages are variously fixed at sixty, sixty-five, and 
seventy years; the pensions vary with earnings and years 
of service above the minimum requirement.® 


Disability Funds 


Among the 431 establishments which reported to the 
Bureau of Labor Statistics on welfare work, 80 make 
substantial contributions to disability funds. Many em- 
ployers provide the use of a room for meeting purposes, 
clerical assistance, and some promise financial aid in case 
of a deficit, but these are not included in the 80.1° In- 
dustries represented include flour and grist mill products, 
foundries and machine shops, gas, electric light and power 
companies, iron and steel, mining, other than coal, rail- 
roads, telegraph and telephone companies. Fifty-eight of 
the 80 establishments reported an association membership 
which totaled 550,177, or 89% of the total employees, a 
significant proportion." 

In the largest number of funds dues vary with wages, 
as do also the benefits received; the benefits cover the 
risks of sickness, accident, and death. Contributions of 
employers vary: 23 firms pay less than 50% of the ex- 
penses of their respective associations; 19 pay between 
50% and 100% ; 14 pay definite sums regardless of pro- 
portion, while 16 contribute no fixed sum. Unlike the 
"8 [bid., p. 109. 


20 Monthly Labor Review, February, 1918, p. 192. 
1 Tbid,., see table on page 193. 
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pension funds, the benefit associations are managed largely 
by employees, 34 associations reporting being managed 
jointly, and 15 by the employees alone. In six of the 
funds to which workers contribute they have no voice 
in management. The varying conditions of membership 
usually include physical examinations and examination 
fees ; payments of benefits, especially in cases of sickness, 
are frequently held up for one or two weeks to guard 
against the abuse of privileges under the funds.” 


Examples—United States Steel and Carnegie Pen- 

sion Fund 

The United States Steel and Carnegie Pension Fund 
is made up of an endowment of $8,000,000 provided by 
the corporation and the Carnegie Relief Fund of $4,000,- 
ooo. The fund is administered by a board of twelve 
trustees and a manager appointed by the board.1* Pro- 
vision is made for compulsory retirement for men of 
seventy years of age and for women of sixty years of 
age, after twenty-five years of service; retirement at the 
request of the employee or his employing officer after the 
age of sixty-five for men and fifty-five for women, after 
twenty-five years of service; retirement because of total 
incapacity after fifteen years of service; minimum pen- 
sions of $12 per month and maximum pensions of $100 
per month; determination of pensions by years of service 
and average monthly earnings for the last ten years of 
service, 1% of the average being allowed for each year 
of service.'* 


Pension Plan—International Harvester Company 
The pension plan of the International Harvester Com- 


12 %3 Monthly Labor Review, February, 1918, p. 196. 
2C, L. Close, Welfare Work in the Steel Thdusery, 1920, p. 42. 
26 6 Ibid, PP. 42 43. 
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pany and subsidiary companies has been in operation since 
1908 and has recently been modified in favor of the 
beneficiaries.° The system is supported entirely by the 
company and is administered by a pension board com- 
posed of five officers or employees appointed annually by 
the board of directors. The pension board retires em- 
ployees on pensions at the request of the employee or 
upon the board’s own initiative as follows : 

1. Male employees sixty-five years of age who have served 
the company twenty years. 

2. Male employees sixty years of age who have been in 
the employ of the company twenty-five years. 

3. Male employees who have reached the age of fifty-five 
and who have been in the service of the company 
thirty years. 

4. Female employees who have reached the age of fifty 
years and have been employed twenty years. 


Recent amendments to the system have changed the 
basis of computation from 1% of average earnings over 
the last ten years of service, to 142% of the average for 
the ten consecutive years of highest pay. Originally the 
plan provided a minimum of $18 per month; this was 
increased to $21 in 1913, and has recently been raised to 
$30. The recent increase has been in effect since January 
1, 1919.1° The maximum pension has been increased from 
$1,200 to $2,500 per year, but may not exceed one-half 
the pensioner’s wage. Special provision is made for em- 
ployees who have been totally incapacitated and whose 
service records do not entitle them to a pension. 


Employees’ Benefit Plan 
Employees’ benefit plans have also been recently re- 
vised in their favor. The disability system, like the pen- 


15 Pension Regulations, International Harvester Company, 1919, pp. 2-5. 
16 [bid., p. 4. 
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sion plan, was organized in 1908 and includes the fol- 
lowing benefits: sickness, accident, death, and maternity.*’ 

The benefit association is administered by a board of 
32 trustees composed of representatives of the subsidiary 
companies and the various departments of the Interna- 
tional Harvester Company of North America; 16 mem- 
bers are chosen by the employees who are members of 
the association, and an equal number is selected by the 
company. The president of the company is an ex-officio 
member with a voting right. The safety of the fund is 
guaranteed by the company which pays interest on the 
average balance at 4%. Contributions of the company 
depend upon the proportion of employees who are mem- 
bers of the fund. If the average membership equals 50% 
of the average total number of employees, a contribution 
of $25,000 is given; if the proportion equals 75%, $50,000 
is added to the fund at the end of the year.*® 

All employees are eligible for membership and are 
divided into two classes: class A includes members not 
employed at the manufacturing plants, mills, or mines and 
all others not entitled to benefits under any workmen’s 
compensation law, or the company’s industrial accident 
plan; class B includes members who are entitled to benefits 
under a workmen’s compensation law or the company’s 
accident plan. Contributions from class A members aggre- 
gate 134% of wages or salary, but may not exceed $2.92 
per month; members of class B contribute 112% of 
wages or salary, and may not exceed 58 cents per week.’ 

The benefits under the system include compensation 
for sickness over a maximum period of 52 weeks at a 
rate equal to one-half of the average wage during the 
last sixty days of work. Benefits may not exceed $19.25 
~_ a Benefit Plans, International Harvester Company, 1920, pp. 22-32. 


18 Tbid., p. 4. 
1 Ibid., p. 20. 
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per week, which is the computed benefit on a $2,000 wage 
rate.°° Maternity benefits are limited to three months; 
accident benefits are paid over a period of 52 weeks and 
cover injuries suffered outside of employment for mem- 
bers of class A as well as class B. 

Injuries suffered by members of class B in the course 
of employment are provided for in a separate plan. The 
rate of accident compensation is the same as in the case 
of sickness. The death benefit is equal to one year’s avéer- 
age wages when death is due to sickness, and equivalent 
to two years’ average wages when death is due to acci- 
dent.** There is a maximum payment of $2,000 in the 
former case and $4,000 in the latter case. The work of 
the association is supervised by a superintendent appointed 
by the trustees of the fund and responsible to them. 


Criticisms 

It is made perfectly clear that the management enjoys 
the balance of power in the control of both the pension 
and disability funds, and that an employee who quits or 
is dismissed forfeits his rights under both funds. In fact 
it is stipulated that the pension fund confers no con- 
tractual rights of any kind, which means in effect that 
the management reserves the right of dismissing an em- 
ployee at any time regardless of how near the particular 
employee may have fulfilled the service requirements for 
a pension, without incurring liability of any kind. Since 
the entire pension fund is maintained by the company this 
can hardly be made a criticism as it sometimes has.22 

20 Tbid., p. 23. 

21 Tbid., pp. 29-30. 

#% Mr. John A. Fitch in an article entitled “The United States Steel 
Corporation and Labor” makes the following criticism: ‘The pension plan, 
although a desirable thing in itself, has the effect of keeping men silent. 
In order to enjoy its benefits, the men must haye served continuously in 
the employ of the corporation or one of its subsidiaries. This effectively 


prevents any stoppage of work as a protest against anything considered 
unjust by the workmen, if they would keep their record such as to enable 
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In case of the disability fund it may seem unduly 
severe that an employee who has made substantial con- 
tributions to a fund covering insurance against sickness, 
accident, and death, should forfeit all rights under the 
funds upon the termination of his employment. It may 
be argued that the matter of membership is voluntary and 
that the workers are well represented on the board of 
trustees and probably acquiesce in the arrangement. 
Moreover the subventions of the management are sub- 
stantial and definite and an employee who has been a 
member of the benefit association for five years may, upon 
leaving employment, continue his membership in respect 
of the minimum death benefit held during the last year 
of employment. The criticism that the plan makes for a 
kind of subjection of the employees to the management 
might, however, be more effectively removed by allowing 
the employee who leaves a refund approximately equiva- 
lent to the cash surrender value of the premiums paid as 
calculated on a strict insurance basis. The benefits under 
both the pension and the disability fund are unusually 
liberal. 


The Clothcraft Shops 


The Clothcraft Shops of Cleveland avoid the above- 
_ mentioned difficulty by putting the insurance features, in- 
cluding accidents, sickness, old age, and death in the hands 
of an insurance company that has a department organized 
for the supervision and administration of such benefits.”° 


them to draw the pension in their old age. There is nothing in it to 
protect a man excepting subservience to his superior officers, and the nearer 
he approaches toward twenty years of continuous service, the greater his 
subservience may conceivably be, for he might be discharged at the end 
of nineteen years and eleven months and his right to the pension would 
be forfeited.” (Annals of the American Academy of Political and Social 
Science, July, 1912, p. 17.) é 

22 R, A, Feiss, Personal Relationship as a_ Basis of Scientific Manage- 
ment, Annals of the American Academy of Political and Social Science, 


Vol. 65, p. 47- 
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Sears, Roebuck and Company 


The pension system of Sears, Roebuck and Company 
cannot be construed either directly or indirectly as sub- 
jecting the employees to the company. The fund is a 
joint fund established in 1916 and indorsed by the Typo- 
graphical Union men and the pressmen of the company. 
It is called the “Employees’ Savings and Profit-Sharing 
Pension Fund” and is open to every employee after three 
years of service. During the first eighteen months after 
its introduction, 91% of the eligible employees joined the 
fund. The contribution of the company is equal to 5% 
of its net earnings, as shown by the annual audit of its 
books, without deduction of dividends to stockholders ; 
the participating employee must deposit 5% of his salary, 
but in no case more than $150 per year in order that the 
higher salaried men may not participate too largely.?4 
The company’s contribution is annually credited to the 
members of the fund in proportion to amounts deposited. 

Unique features of the system are that the depositor 
who has completed ten years of service may withdraw 
his credits which include the company’s additions. If he 
has not completed ten years of service he may withdraw 
the amount he has deposited in cash with interest at 5%; 
compounded semiannually. In case of a woman who 
leaves the employment of the company to become married 
after five years of service, full credits including company 
additions may be withdrawn. The entire fund is invested 
in the company’s stock. 

A recent statement made by the company indicates that 
an employee earning $25 per week would have an accumu- 
lated fund of $20,000 to his credit after twenty years of 
service ; an employee receiving $50 per week would have 
a total credit of $40,000 at the end of the same period. 

** Law and Labor, June, 1919, pp. 19-20. 
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This computation was made on the basis of two and one- 
half years of accumulations. The fund included 20,000 
shares in 1919. Fifty-three thousand shares were held 
at this time by employees, not including officers, and the 
president of the company states that it is not unlikely that 
the employees will own a majority of the stock in the 
course of years. 

The amount deposited by the employees during the 
two and one-half years covered was $656,229 ; the amount 
deposited by the company was $2,355,824. The anni- 
versary check plan of the company is still continued. Ac- 
cording to this plan, employees receiving less than $1,500 
per year receive a check for 5% of their annual salary 
on the fifth anniversary of their employment. This is 
continued yearly in the same ratio, until the tenth year 
when the anniversary check amounts to 10%.” The 
management of the fund is entrusted to a board of five 
trustees composed of three officers or directors and two 
employees appointed by the board of directors. 


The Goodyear Relief Association 

The Goodyear Relief Association provides compensa- 
tion to members in case of sickness, accident, or death. 
The fund is not subventioned by the management and ac- 
cordingly is administered exclusively by members of the 
association. The benefits are not nearly as substantial as 
those provided by the benefit association of the Inter- 
national Harvester Company.?* The company carries life 
insurance for all members of the relief association ; $1,000 
policies are carried for men, and $500 is added for each 
five years of employment with the company up to a maxi- 
mum of $3,000 insurance. The insurance carried for 


25 Taw and Labor, June, 1919, p. 20. ; 
20 The Work of the Labor Division, The Goodyear Tire and Rubber 


Company, 1920, pp. 76-82. 


180 MODERN WELFARE WORK 


women is $500, which is increased by the same amount 
after every five years of service to a maximum of $2,500. 
The insurance is contingent upon active employment as 
well as active membership in the relief association and 
may be discontinued by the management any time. The 
employees enjoy no rights of assignment, mortgage, 
pledge, or loan by reason of accrued values of policies 
carried by the company.?? 

A pension system is also entirely supported and man- 
aged by the firm. Compulsory retirement for men seventy 
years of age and women of sixty-five is provided, and 
pension awards are granted on condition the retired em- 
ployee has been associated with the company fifteen years 
or more. Men may retire at the age of fifty-five and 
women at fifty subject to the approval of the board and 
provided they have been employed twenty-five continuous 
years. 

The pensions vary from one and one-half per cent to 
two and one-half per cent of the total pay received during 
all the years of continuous association with the company, 
the percentage depending upon the age of retirement and 
the years of service. The awards are tabulated in schedule 
form.”* A male employee aged sixty who has been in 
continuous service twenty years or more receives an an- 
nual pension of 144% of the total pay received. If he 
has served thirty years or more he receives an annual 
award equal to 2% of his total pay; and if he has served 
thirty-five years his pension is equivalent to 214% of total 
pay received. The basis of payment may be altered at the 
discretion of the company, but awards already conferred 
are guaranteed. The right of dismissal is reserved with- 
out subjecting the firm to liability of any kind under the 
terms of the pension system.?9 


~ 7 Ibid., pp. 83-85. 78 Ibid., p. 87. *° Tbid., pp. 86-90. 
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Joint Funds on a National Scale 

A more comprehensive solution of the problem of old 
age and disability is suggested in the tentative draft of a 
joint pension and disability fund as worked out by the 
National Brotherhood of Operative Potters, affiliated with 
the American Federation of Labor and the employers in 
the pottery industry. The plan provides for a board of 
twelve directors, six to be appointed by the unions and 
six by the employers’ associations.*° A system of this 
kind would manifestly be much broader in scope than 
those administered by private corporations, although the 
insurance would probably not be as substantial as several 
heavily endowed funds now existing, since an entire in- 
dustry includes the marginal as well as the more prosper- 
ous producers. 

The Western Electric Company, American Telegraph 
and Telephone Company, Westinghouse Air Brake Com- 
pany, Bausch and Lomb Optical Company, Talbot Woolen 
Mills, and Gorham Manufacturing Company have pension 
schemes which are similar in outline to those of the Good- 
year Company and the International Harvester Com- 


pany.** 


Regularization of Work 

There remains one more risk of economic insecurity, 
in many respects the most important of all from the point 
of view of the worker—namely, the risk of unemploy- 
ment. The means taken by employers to insure the 
workers against losses due to this risk include control of 
finance in the interest of regularization of work, control 
of production in the interest of regularization of employ- 
ment, and control of sales for the same purpose. 


30 The Survey, September 15, 1920, p. 728. 
31 Price, The Modern Factory, p. 313. 
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In the first group of arrangements are included emer- 
gency reserve funds for extensions and improvements to 
be undertaken in times of industrial depression, unemploy- 
ment benefits, and the dismissal wages. The second group 
comprises the general reduction of working time in order 
to avoid laying men off in years of depression, the de- 
velopment of extra lines to fill in slack seasons and dull 
periods, working to stock in off-seasons, the transfer of 
help from slack to busy departments, reducing the number 
of temporary jobs by means of emergency squadrons, 
scheduling of work and overtime, a total general shut- 
down for a week or two during the dullest time of the 
year, and co-operation with other employers whose slack 
seasons dovetail with the business concerned for the pur- 
pose of facilitating the exchange of employees. The third 
group includes advertising campaigns, stimulating sales in 
off-season by inducing customers to place orders in ad- 
vance and limiting the time of filling orders during rush 
seasons. In this third group may also be placed special 
inducements to buyers when business is slow, offering 
special incentives to salesmen at the same time and or- 
ganizing markets whose dull seasons dovetail so as to have 
a steady demand.?? 


Control of Finance—The Zeiss Optical Works 


Perhaps the best example of establishments which have 
a carefully organized finance for the purpose of regu- 
larizing work is the Zeiss Optical Works at Jena. The 
“Carl Zeiss Stiftung,” as elaborated by Ernst Abbé and 
legalized in 1896,** provides that a certain sum be set aside 


: 82 The second and third groups of activities are illustrated by Slichter 
in his Turnover of Factory Labor, pp. 269-276. All three groups of 
metpons are discussed in Personnel dministration, Tead and Metcalf, 
PP. 396-403. 

88 F. Auerbach, The Zeiss Works, translated by Paul and Cheshire, 
Ds5Qts 
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to constitute a reserve fund sufficient not only to meet the 
various demands for pensions, indemnities, disability bene- 
fits, and dismissal wages, but also a sum for extension pur- 
poses together with an emergency fund to make good a 
possible loss. When the total reserves reach the amount 
necessary to meet these requirements, a constantly dimin- 
ishing sum is added to them. 

Any employee who has been employed for three years 
or more and who receives notice of dismissal for no fault 
of his own, is entitled to a dismissal compensation equiva- 
lent to at least one-half of his yearly wage or salary, and 
one-quarter of the pension to which his length of service 
has entitled him. In the case of an employee who has 
served less than three years the payment is proportionally 
less.2° This provides the worker with the means of tiding 
over a bad time, and effectively prevents an imprudent 
increase of employees during periods of illusory pros- 
perity. Moreover, an arrangement of this sort materially 
reduces voluntary separations during periods of rapidly 
rising prices when employers are bidding high for their 
labor. In 1903 when it became necessary to discharge 
sixty workmen, a compensation of over 1,500 pounds 
was made.26 The fund maintained for this purpose is 
guaranteed. Thus, the dismissal wage together with the 
reserve funds mentioned serve to regularize employment 
for all of the workers.*7 The firm of Freese in Berlin 
guarantees steady employment to their employees in a 
similar manner.** 


84 Farnum, Economic Utilization of History, p. 152. 

35 Auerbach, p. 122. 

86 Tbid., p. 122. 

37 Professor E. A. Ross argues in favor of a legal dismissal wage. He 
concludes as follows: ‘‘By providing the worker with an added induce- 
ment to keep a good job and the employer with an added inducement to 
keep a good man, it would tend to stabilize American industry and favor 
the survival of the types of employer and worker society ought to most 
encourage.” (Monthly Labor Review, March, 1919, p. 19.) 

88 Price, p. 297. 
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Unemployment Insurance—Rowntree and Company 


A system of unemployment insurance has been worked 
out by the firm of Rowntree and Company in connection 
with its Central Works Council and put into effect Jan- 
uary I, 1921.°° The plan applies to all employees between 
the ages of twenty and pension age who have been in the 
service of the company continuously over a period of six 
months immediately prior to their unemployment. The 
following benefits are provided: 

1. Fifty per cent of the average earnings of the unemployed 
persons. ; 

2. Ten per cent additional for a dependent wife. 

3. Five per cent additional for each dependent child who 
is under sixteen years of age, or is receiving full time 


instruction at a school, university, college, or other 
educational establishment.” 


There is a fixed maximum payment of 75% of the 
average earnings, or five pounds a week, whichever is 
less, and a minimum of one pound, five shillings per week. 
The periods over which unemployment benefits are pay- 
able have been limited as follows: ( I) one week for each 
two months up to two and one-half years of continuous 
employment by the company immediately before the time 
of unemployment; (2) one week for each complete year 
beyond two and a half years for which a worker has been 
employed. Inasmuch as the workers receive benefits 
through the national scheme of unemployment insurance, 
and also through the benefit associations of their labor 
unions, the company reduces its actual payments by the 
amount of insurance provided in the above-mentioned 
funds. 


Each employee is required to contribute an unemploy- 


3° Law and Labor, March, 1922, p. 83. Also B. Seebohm Rowntree, 
The Human Factor in Business, pp. 34 f. For full details of the scheme, 
see appendix 1, p. 157, The Human Factor in Business. 

“ Rowntree, p. 35. 
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ment premium of not less than two pence per week, either 
to his trade union unemployment insurance fund, or to 
any other unemployment insurance fund that he may 
choose. The fund is financed mainly by the company, a 
lump sum of 10,000 pounds having been set aside for this 
purpose. In addition, a sum is contributed annually by 
the firm; this amounts to 1% of its wage bill until the 
unemployment fund reaches 50,000 pounds, or equals 57% 
of the wage bill for the time being, whichever is greater. 
Thereafter, the company will set aside such sums as are 
necessary to keep the fund up to this amount, but the 
sums so contributed shall not exceed 1% of the wage bill. 
Partial benefits are provided when trade depression re- 
quires a general reduction in working time. The scheme 
may be discontinued or amended by the company at any 
time on giving three months’ notice.** 


Dennison Manufacturing Company and Other Ex- 

amples 

The Dennison Manufacturing Company makes the 
regularization of work a definite phase of its employment 
policy.42, The methods used fall in the departments of 
sales and production, and include the development of extra 
lines to fill in dull seasons, inducing customers to place 
orders in advance of rush times, standardization of prod- 
ucts which may be worked to stock in slack periods, and 
transfer of help from departments in which little or no 
work is being done to busy departments. 

Mr. Richard Feiss, manager of the Clothcraft Shops, 
has overcome trade fluctuations to a large extent by 


41 The Match Industry, including a group of firms, has adopted a 
similar scheme of unemployment insurance through its joint industrial 
council, and other industries bid fair to follow suit. See note to page 37, 
The Human Factor in Business. 

“ Annals of the American Academy of Political and Social Science, 


Vol. 65, 1916, Pp. 91-92. 
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developing a line of staple goods which are worked to 
stock during off seasons.** 

The flying squadron of the Goodyear Tire and Rubber 
Company is trained in all branches of rubber work and 
helps to stabilize employment by supplying assistance to 
departments temporarily rushed.** The emergency squad- 
ron of the Eastman Kodak Company is likewise trained 
in many operations and is reported to be highly useful.*® 
Selling drives and a partial, general reduction of working 
time are more common practices. 

The fact that production, sales, finance, as well as 
employment, may all be controlled in the interest of regu- 
larizing work, points to the importance of co-ordinating 
these departmental activities with reference to the specific 
aim in view.*® 


“Tarbell, p. a7r. 

“Work of the Labor Division, Goodyear Company, p. 56. For a 
more complete description, see Law and Labor, January, 1922, p. 26. 

45 Slichter, p. 265. 

“©The importance of employers’ initiative within their own factories 
in stabilizing employment was stressed at the President’s Conference on 
Unemployment held at Washington, September, 1921. For the details of 
the program worked out at this conference, see Monthly Labor Review, 
November, 1921, pp. 128-130, 


CHAPTER X1V 
THE ELIMINATION OF FATIGUE 


Guaranties of Health and Physical Fitness 

Following the classification on page 136, the second 
main group of indirect incentives to production includes 
the various guaranties to the worker in connection with 
health and physical fitness. These comprise activities 
which aim to eliminate fatigue, treatment of sickness and 
injuries arising from accident, and the prevention of 
accidents and industrial poisoning. 


Physiological and Psychological Bases of Function 


As regards the relation of hours of work to fatigue, 
it is the contention of Miss Josephine Goldmark that, 
“output and wages tend to rise rather than fall with 
shortened working hours, so that income is in the long 
run increased, not curtailed.” + This conclusion is sup- 
ported directly by such experience as that of the Salford 
Iron Works at Manchester, the Engis Chemical Works 
near Liége, and the Zeiss Optical Works, and indirectly 
by the study of fatigue as related to physiological and 
psychological processes. 

Fatigue as defined in the final report of the British 
Health of Munition Workers’ Committee “is the sum of 
the results of activity which show themselves in a dimin- 
ished capacity for doing work.’? This definition may 
be taken to cover, first, the relation between fatigue and 


1J. Goldmark, vats ue and Efficiency, p. 279. 

2 Bulletin 249, & Department of Labor, Bureau of Labor Statis- 
fics D.| 3ds oan references, if not otherwise stated, are to U. S 
Department of Labor, Bureau of Labor Statistics.) 
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output as based upon the physiology of “metabolic equi- 
librium,” and second, the relation between fatigue and 
output as based upon the psychology of the shorter work- 
ing day with its leisure for recreational and intellectual 
satisfactions. 

The former relationship demonstrates the importance 
of a sufficient rest period or periods to repair the waste 
tissue and carry off the poisonous products of expended 
energy as well as the importance of sufficient nutriment 
and proper living and working conditions. The latter re- 
lationship demonstrates the importance of a “right atti- 
tude” toward one’s work. As the former relation 
illustrates the function of welfare activities which aid the 
human organism in maintaining the proper rhythm be- 
tween work and rest, utilization and repair, such as in- 
creased opportunity for leisure, nourishing meals, and a 
hygienic industrial environment, so the latter relation 
illustrates a second function of these same welfare activi- 
ties in effecting a revolution of the worker’s attitude 
toward his job and his industrial masters. 


Physiological Nature of Fatigue 


If a welfare arrangement is to serve the purpose for 
which it is intended, it becomes necessary to distinguish 
the physiological and psychological bases of function. 
While these are greatly interwoven it cannot be doubted 
that the problem of fatigue is fundamentally physiological 
in character. 

The worker who has neither adequate nourishment 
nor sufficient rest cannot be relied upon to put forth 
greater effort of production because of activities designed 
to revolutionize his attitudes. 

The normal rhythmic movement of utilization and re- 
pair upon which productive efficiency is dependent re- 
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quires primarily a sufficient quantity of wholesome nutri- 
ment and adequate rest. Hence the function of the shorter 
working day, of carefully scheduled rest periods, vaca- 
tions, and holidays, is to provide the rest upon which 
physical recuperation is dependent. The function of 
lunchrooms, cafeterias, restaurants, and company stores 
is to bring to employees the requisite nourishment upon 
which the building-up processes are contingent. The 
function of recreational features is negatively to ensure 
against the misuse of leisure, and positively to provide 
the means of that wholesome relaxation and diversion upon 
which the balanced organism relies. Finally, the function 
of industrial housing is to bring sanitary and reasonably 
comfortable living accommodations within the worker’s 
income. These activities are the guaranties against 
fatigue, the elimination of which is a first condition of 
industrial efficiency. 


The Shorter Working Day 


Experiments in single establishments have demon- 
strated the economy of the shorter working day in cer- 
tain industries. They do not demonstrate the economy 
of the same working period in all industries, because nerv- 
ous and physical demands vary greatly in different tasks. 
The recent experiments of William Demuth and Com- 
pany and the American Multigraph Company in the re- 
duced working day have already been referred to.? The 
Joseph and Feiss Company has successfully established a 
4o-hour week.* 

The Fayette R. Plumb Company reduced the working 
week from 5714 hours to 52% hours, and increased the 
rate of pay at the same time so that the workers’ total 
wages on the new basis equaled or exceeded slightly their 


2 See Chapter I, p. Io. «Frankel and Fleischer, p. 119. 
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total wages on the old basis. The weekly production in 
one of the “worst” departments increased 18.4% and 10% 
in the entire plant.’ This innovation, however, was only 
one of several which followed the organization of a cen- 
tral employment department, and the favorable results 
must be attributed primarily to the new labor policy 
adopted in 1916 rather than to the reduction of the work- 
ing day per se. The same point applies to the experi- 
ments in shorter working periods of the Joseph and Feiss 
Company, American Multigraph Company, and William 
Demuth and Company. 

The problem of the shorter working day should not 
be confused with the problems of inefficient management 
and inadequate equipment. The significance of the class- 
ical experiments described by ‘Miss Josephine Goldmark, 
for example, lies in the fact that the operation of collateral 
factors may be disregarded, since working conditions re- 
mained the same after the reduction of the working period 
as they were before the change was introduced; these 
experiments were conducted at the Salford Iron Works, 
Engis Chemical Works, and Zeiss Optical Works. At the 
Salford Iron Works the reduction of the working day 
from 54 to 48 hours per week resulted in an increased 
production. The Engis Chemical Works reduced the 
daily working period from twelve hours to eight hours. 
Under the old system the hourly output per man was 100 
kilos of roasted ore, while under the new system it was 
133 kilos per hour.’ Moreover the overhead charges per 
ton of roasted ore fell 3314% and the total cost of pro- 
duction fell 20%.* At the Zeiss Works a reduction from 
the nine- to the eight-hour day resulted in an increase of 
one-thirtieth of the total original output.? The results in 
Oy ripaiienn 227, ae 186-187. 8 Tbid., p. 155 


® Goldmark, p. 1 ® Goldmark, D. 158- 5 
7 [bid., p. 151. Pree a 
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each case are shown by carefully kept records. Constancy 
in all other conditions of employment eliminated other 
factors to which the increased output might otherwise 
have been attributed. 


Recent Investigations 


A recent comparison of outputs of an eight-hour plant 
and a ten-hour plant made by the United States Public 
Health Service has led to the conclusion that the eight- 
hour day is the more efficient.1° The British Health of 
Munition Workers’ Committee recommended provisionally 
in 1916 that the average weekly hours of employment of 
men should be limited to 65 to 67 hours per week, that 
the hours of work of women should be limited to 60 hours, 
and that the hours of work of boys under sixteen should 
be restricted to 60 hours per week.** 

While these periods of work seem unduly long in the 
light of other reports, they are shorter than those which 
prevailed before the war. The significant point is that 
after two years of detailed study and comparisons of out- 
puts of munition workers made immediately following 
the provisional recommendation above set forth, the com- 
mittee concluded that “the length of hours of employment 
recommended two years ago are now too long and can be 
reduced without loss of output.” 12 The National Indus- 
trial Conference Board concludes that “no single schedule 
of hours is equally adapted for all industries from the 
standpoint of production,’** and emphasizes the impor- 
tance of such collateral factors as the nature of the task, 
systems of wage payment, size of establishment, etc. 

Nevertheless it is clear that the working day was re- 


10 Bulletin 106, S. Public Health Service, p. 
11 paler 249, G. S. Department of Labor, Raed of Labor Statis- 
tics, P: 253 
2 Tbid., p. 25 
18 Research Report No. 27, National Industrial Conference Board, p. 2. 
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duced without decline in production in two of the five 
major industries studied. In the boot and shoe industry 
production records indicated that maximum output could 
be maintained on a schedule “substantially less than 54 
hours per week,’’ while in the metal manufacturing estab- 
lishments the records showed that a 50-hour week could 
be “rather generally introduced without seriously curtail- 
ing output.” ** In the silk industry a “considerable pro- 
portion of the mills reported that output was maintained 
after shortening schedules to less than 54 hours per week, 
and in a number of cases, indeed, to 50 hours per week.” 15 
A number of establishments reported that production was 
maintained on a 48-hour schedule, but the results of the 
investigation as a whole do not warrant the conclusion that 
a single schedule of hours such as the 48-hour week is 
equally adaptable for all industries from the standpoint 
of production. 

Nevertheless it is equally certain that the shorter work- 
ing day has been successfully functionalized in a number 
of establishments, and that the a-priori argument that 
output varies directly with the length of the working day 
is without foundation. Economic gains and losses over 
long periods of time have not yet been determined experi- 
mentally, and until they are, one may argue as well for a 
wider application of the eight-hour day as for a longer 
working period. 


Rest Periods 


The function of carefully scheduled rest periods, of 
vacations and holidays is similar to that of the shorter 
working day, namely, to provide the rest upon which 
physical recuperation is contingent. Fatigue results not 


1% Research Report No. 27, p. 1. a Tbid., p. 2: 
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only in a reduced output but also in an increased accident 
rate. “The only means of preventing the drop in output 
and the increase in accidents which occurs during the 
latter half of the working period is by forestalling fatigue 
with regular scientifically established rest periods.” *® Dr. 
Vernon found that both men and women engaged in active 
work spontaneously stop for rest for about eight minutes 
per hour on the average.’’ 

Normally, accidents vary with output; but while the 
accident curve falls with the declining production ‘curve 
for the final hours of the day, it does not drop propor- 
tionally, indicating that the accident risk rises. The ex- 
planation is fatigue which registers itself in a growing 
inaccuracy of movement.*® 

For these reasons there can be no question regarding 
the function of scheduled rest periods. The experiments 
of Taylor and Gilbreth have become classical. Taylor 
discovered that maximum efficiency in handling pig iron 
weighing 92 pounds per pig required the first-class work- 
man to be entirely free of load during 57% of the day.’® 
Gilbreth gives the experiment of girls engaged in folding 
handkerchiefs who were instructed to pause every sixth 
minute and to walk and talk for six minutes at the end 
of each hour. The resulting output was three times the 
amount of the previous best week’s work.2? Mr. C. F. 
Knoeppel established a twenty-five-minute working period 
and a five-minute rest period with workmen who had been 
producing 16 pieces per hour. The result was 18 pieces 
per hour; later 25 pieces per hour were produced by ar- 
ranging a ten-minute work period and a two-minute rest 


16 Frankel and Fleischer, p. 129. 

17 Bulletin 249, p. 333- 

18 Bulletin 106, p. 117. ; 

19 Taylor, The Principles of Scientific Management, pp. 57, 58. 
20 Gilbreth, Fatigue Study, pp. 127-129. 
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period. Although rest periods have been introduced in 
many establishments, the principle has not received as 
wide an imitation as it merits; it is now applied chiefly to 
women,?? 


Vacations 


Vacations, like the shorter working day and scheduled 
rest periods, must be understood primarily in relation to 
the problem of fatigue and efficiency. There can be no 
doubt that vacations on full pay are a sufficient induce- 
ment to attract and retain a more efficient grade of labor 
than would be possible otherwise, other conditions being 
equal. But the main purpose of the vacation is to offer 
opportunity for that complete relaxation and diversion 
which the maintenance of interest in one’s task demands. 
Vacations are not generally allowed the ordinary wage- 
earner. A questionnaire ori vacations for factory workers 
was sent out by the Chicago Council of the Industrial 
Relations Association of America in 1920 and sixty-three 
firms responded. Thirty-six of these do not grant vaca- 
tions to factory help which is on hourly, daily or piece- 
work basis; five firms give vacations without pay; one 
with half pay; eleven with full pay; and four grant vaca- 
tions to some of their old employees or to employees whose 
work involves unusual strain.2% 

Firms which allow liberal vacations with full pay to 
their employees include the Solvay Process Company, 
Sears, Roebuck and Company, Filene’s, of Boston, the 
Metropolitan Life Insurance Company, and the Dennison 
Manufacturing Company.2 The Metropolitan Life In- 
surance Company gives all employees in its service at the 


21 Jones, Administration of Industrial Enterprises, p. 222. 
22 For examples see Frankel and Fleischer, p. 236. 

7% Monthly Labor Review, August, 1921, Ps2i2; 

%* Frankel and Fleischer, p. 131. 
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beginning of the calendar year two weeks’ vacation with 
full pay. To employees who come into the service after 
January 1 and before March 1, one week is allowed. Ad- 
ditional vacations are given with increasing length of 
employment as follows: one day additional after five years 
of service, three days additional after ten years, one extra 
week after fifteen years, and two weeks after twenty 
years.2® The Dennison Manufacturing Company allows 
all of its employees two weeks’ vacation without pay dur- 
ing the summer of each year; after ten years of service 
with the company an employee is entitled to one week’s 
vacation with full pay each year; and after fifteen years 
of employment two weeks’ vacation with pay is granted.” 
While these instances are exceptional, the principle is re- 
ceiving a growing recognition. 


Recreation 


Recreational features must also be understood pri- 
marily in relation to the problem of fatigue and efficiency. 
The provision of adequate recreational facilities is prop- 
erly a community function. There are many instances 
of mushroom communities, however, consisting mainly 
of employees of newly established industrial enterprises, 
in which cases collective democratic controls have not had 
time to develop. Consequently the workers are dependent 
upon their employers not only for the means of whole- 
some recreation, but also for adequate housing facilities, 
good food at reasonable prices, medical and other services. 

As previously pointed out, the function of recreational 
features is negatively to ensure against the misuse of 
leisure, and positively to provide the means of that whole- 
some relaxation and diversion upon which the balanced 
~~ 25 Welfare Work of the Metropolitan Life Insurance Company, 1920, 


PAN Book of Information, Dennison Manufacturing Company, 1920, p. 1%, 
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organism relies. Many arrangements have been success- 
fully instituted in a great variety of establishments, of 
which the most famous in this respect are the National 
Cash Register Company, Sears, Roebuck and Company, 
and the Goodyear Company. 

There were 274 establishments which reported to the 
United States Bureau of Labor Statistics 2? entertain- 
ments, club work, and other kinds of recreational activities 
definitely encouraged by employers. These features vary 
all the way from lectures, social gatherings, and musical 
clubs, to the most completely equipped baseball diamonds 
and athletic fields. 

The clubhouses provided by the International Har- 
vester Company at its McCormick and Deering works, and 
the clubrooms at other plants, are variously equipped ; 
there are auditoriums, bowling, pool, and billiard appara- 
tus, and libraries.28 The National Cash Register Com- 
pany has built a baseball diamond, tennis courts, chil- 
dren’s playgrounds, and clubhouses for its workers. “Hills 
and Dales” is a park for employees and the general public 
established and equipped by the firm. Here there are 
camping grounds and an amphitheater, tennis courts, a 
golf course, brevet court, a dance hall, basket ball court, 
croquet, quoits, pool tables, children’s play apparatus, a 
wading pool, a sand pile, and refreshment stands.?® 

Sears, Roebuck and Company maintain an athletic 
field one block wide and a half-mile long for their em- 
ployees. There are also sixteen tennis courts, two club- 
houses equipped with lockers and showers, adjoining the 
athletic field; a recreation and lounging room for women 
employees, provided with a piano and a phonograph and 


7 A. L, Whitney, Social and Educational Advantages for Employees, 
Monthly Labor Review, January, 1918, p. 207. 

*6 Welfare Work of the International Harvester Company, 1916, p. 6. 

7° Welfare Work of the National Cash Register Company, r9r9. 
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a library of 8,000 volumes.*° Twelve baseball teams or- 
ganized among the employees compete for honors. But 
such examples are exceptional. Recreational activities 
usually are limited to social gatherings, such as dances, 
banquets, theatricals, picnics, and parties held on special 
occasions like Hallowe’en or Christmas; musical clubs 
including bands, orchestras, and glee clubs; lectures, 
moving picture shows, and clubrooms.** 


Lunchrooms, Canteens, and Cafeterias 

But the elimination of fatigue requires something 
more than a sufficient rest period or periods and oppor- 
tunities for healthful recreation. The building up pro- 
cesses of the human organism are dependent upon a suffi- 
cient and proper nourishment for their normal activities 
in repairing waste tissue and removing the poisonous 
products of fatigue. Hence lunchrooms, dining-rooms, 
cafeterias, restaurants, and company stores have been in- 
stituted by employers in order to bring the requisite food 
values upon which recuperation and physical well-being 
are contingent within the means of the worker. Indus- 
trial efficiency demands that the worker have suitable food 
in sufficient quantity at a price within his means. 

The British Health of Munition Workers’ Committee 
in its memorandum on “Industrial Canteens” sets forth 
the proposition “that productive output in regard to 
quality, amount, and speed is largely dependent upon the 
physical efficiency and health of the workers, which in 
turn are dependent upon nutrition, and that a dietary con- 
taining a sufficient proportion and quantity of nutritive 
material, suitably mixed, easily digestible, and obtainable 
at a reasonable cost, is essential.” *? Where such food 
ee sh Visit to Sears, Roebuck and Company, pamphlet issued by the 
co 


mpany, } 
31 Monthly Labor Review, January, 1918, see table on page 207. 
82 Welfare Work in British Munition Factories, Bulletin 222, p. 9. 
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cannot be had except at exorbitant prices, or where it is 
not at all available because the market is lacking, the 
employer has a direct economic interest in establishing 
dining-rooms, lunchrooms, cafeterias, or company stores. 
In England the establishment of industrial canteens or 
work people’s dining-rooms by employers is widespread : 

The earliest and best examples of such restaurants in factories 
are to be found in the food industry, but makers of soap, paper, 
cloth, tobacco, and tin boxes have followed suit, and now in all 


parts of the country accommodation of greater or less degree 
of suitability and attractiveness has been provided.” 


The advantages have been both direct and indirect: 


Among the direct advantages “has been a marked improve- 
ment in the health and physical condition of the workers, a re- 
duction in sickness, less absence and broken time, less tendency 
to alcoholism, and an increased efficiency and output; among the 
latter (indirect) has been a saving of the time of the workman, a 
salutary though brief change from the workshop, greater con- 
tentment, and a better mid-day ventilation of the workshop. The 
committee are satisfied that the evidence of these results is sub- 
stantial, indisputable, and widespread.* 


Statistical Report 


Out of the 431 concerns practicing welfare work 
visited and reported by the United States Department of 
Labor, 223 establishments provide lunchrooms for their 
employees.** These were divided as follows: 112 res- 
taurants, 96 cafeterias, and 16 establishments which have 
restaurants for the office force and officials, and cafeterias 
for the factory workers.26 In only a few instances was it 
found that meals are served free to employees. A com- 
parison of reports would indicate that the successful man- 
agement of industrial restaurants is dependent upon the 
following conditions: 


3 Tbid., p. 32. 
SAT bide 35. 
®° Bulletin 250, p. 53. 
*Tbid., py 45. 
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1. The service should be regarded as an efficiency measure. 

2. Cleanliness, warmth, lighting, and ventilation should be 
properly maintained. 

3. Food should be varied in kind, well cooked, served hot, 
and should be sufficient in quantity and of proper 
quality. 

4. Service should be prompt and adequate. 

5. The management should be joint if the lunchroom is 
self-supporting in order to avoid the suspicion of ex- 
ploitation or paternalism.” 


Company Stores 


Company or co-operative stores maintained partly or 
wholly by employers are not nearly as common among 
establishments practicing welfare work as restaurants and 
lunchrooms.*® Company stores are successfully main- 
tained by the Metropolitan Life Insurance Company and 
the Ford Motor Company. A great variety of articles 
are for sale in each. 

The co-operative store of the former sells almost 
everything from groceries and clothing to phonographs 
and automobile tires.*® The business is managed by home 
office employees, and in 1920 transacted $165,000 worth 
of purchases. The company contributes two-thirds of 
the rent of the store. The officers of the co-operative 
association assist in the work of buying and selling, thus 
reducing operating expenses to a minimum.*® Goods are 
sold at approximately 20% less than retail prices. 

The following articles are sold by the stores of the 
Ford Motor Company: staple groceries, smoked and fresh 

37 See Bulletin 222, pp. 33-35; and Frankel and Fleischer, pp. 233-234. 

38 The Policyholders’ Service Bureau of the Metropolitan Life Insur- 
ance Company has recently published (New York, 1921) a report on com- 
pany and co-operative stores. The mortality rate of such stores appears 


to be very high. Six types of co-operative buying plans are described. 
For a summary of the report, see Monthly Labor Review, December, 1921, 


. 185, 186. : 2 
PP 29 Welfare Work of the Metropolitan Life Insurance Company, 1920, 
p.'6 


© Ibid., pp. 6-7. 
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meats, fish and poultry, medicinal supplies, work clothes, 
ready-made and tailored suits and overcoats, work and 
dress shoes for men, women, and children.44 Savings 
to employees vary from 8% to 20%. Commodities are 
purchased in huge supplies thus effecting considerable 
savings. As many as 75,000 Ford workers are supplied 
by the stores. : 


Sanitary Housing and Working Conditions 


The elimination of fatigue, the maintenance of health 
at high production levels, together with the demand for a 
steady working force, require the institution of sanitary 
housing and factory arrangements. Hence huge blocks 
of houses have been planned, built, and rented or sold by 
employers to their employees. Factory environment, 
moreover, has been improved beyond the requirements of 
law, by providing washing, dressing, bathing, and lavatory 
accommodations. The former movement was especially 
stimulated during the war when labor was at a premium 
and building materials were unusually high; the latter 
has followed in the wake of a growing demand for sani- 
tary working conditions. 

In some states there are laws which make it compul- 
sory for employers in certain industries to furnish facili- 
ties for washing purposes and for changing the clothes, 
and attach penalties to the worker who fails to make use 
of such facilities. Such legislation is by no means gen- 
eral, however, and some employers have far exceeded the 
statutory requirements. Welfare work in housing need 
not be measured by legal demands since there are none. 
The employer has not been called upon to provide homes 
for his workers # or even to see that they are properly 


“Facts from Ford, p. 51. 
Employers’ housing activities in the United States have been in- 
vestigated and reported in Bulletin 263 of the U. S. Department of Labor, 
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housed. The discussion of housing activities will be con- 
sidered first. 


Company Housing 

In Derby, Connecticut, one company was compelled to 
sublet to out-of-town concerns over $800,000 of work 
which could as well have been done in the city but for 
insufficient houses.** One of the main causes of the large 
labor turnover of many plants is the utterly inadequate 
housing facilities available for the workers. This is illus- 
trated by the case of a large eastern factory which em- 
ployed 30,000 men to maintain a payroll of 10,000 be- 
cause of unsatisfactory living conditions.** 

Investigations of the housing shortage made by the 
Research Department of the Boston Housing Company, 
the National Council of the Chamber of Commerce of the 
United States, the Select Committee on Reconstruction 
and Production of the United States Senate, and the 
National Housing Association, are proof of the wide- 
spread scarcity of housing accommodations.*® The short- 
age is felt particularly by the lower paid workmen in in- 
dustrial communities. This section of our working popu- 
lation is shifting constantly from place to place, and it 
may be inferred that few welfare arrangements would be 
as effective in reducing the labor turnover as the pro- 
vision of housing facilities at reasonable rates. 


Bureau of Labor Statistics, entitled ‘“Housing by Employers in the United 
States,” by Leifur Magnusson. According to the report, 213, companies 
were scheduled, operating 423 different establishments and employing 462,991 
men, of whom 160,545, or 34.4%, were accommodated in company houses 
(p. 10). Practically all companies state that they are satisfied with the 
results of their housing work, the commonest complaint being that the 
housing business is unprofitable (p. 15). Yet, the gross return on the 
original aed all houses reported by 60 different companies amounted to 
8.3% (p. 14). 
ESS H Allen, Industrial Housing Problems, 1917, p. 5. 

44 Frankel and Fleischer, p. 261. 

45 These estimates vary all the way from a shortage of one million to 4 
million and a half of homes. See the Calder Report in the Monthly Labor 


Review for June, 1921. 
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There is also a vital relation between sanitary housing 
conditions and production which employers are recogniz- 
ing to an increasing extent. “He (the employer) is find- 
ing out that men who are housed in unhygienic and un- 
sanitary dwellings are not so healthy, not so efficient, lose 
more time through sickness, and are more stupid and 
troublesome in the plant.” #* In the report of an investi- 
gation of the predisposing causes of tuberculosis among 
industrial workers, the United States Public Health Serv- 
ice emphasizes bad housing conditions.*7 The combined 
facts of the housing shortage, health and efficiency, and 
the labor turnover explain the extensive building opera- 
tions of the United States Steel Corporation, Goodyear 
Tire and Rubber Company, Colorado Fuel and Iron Com- 
pany, the Norton Company at Worcester, Massachusetts, 
and other concerns. 


Methods of Finance 


Underlying policies and methods of finance vary con- 
siderably ; the following statement of policy made in one 
of the bulletins of the United States Steel Corporation is 
colored with a sentimentalism which in other instances is 
not to be found: 


The housing of employees requires the expenditure of large 
sums of money. That money must be taken out of the business. 
As part of the capital of the enterprise, it must yield returns 
to those who have invested it. But money invested in building 
houses for employees will not bring any such return as money 
employed in the manufacture and sale of products of industry. 
Therefore a board of directors is compelled seriously to consider 
to what extent it can withdraw capital for the construction of 
industrial houses and villages. It is easy to say that the dimin- 
ished returns on this capital are offset by the larger returns on 
the remainder of capital invested, due to better work done by 
more contented workmen. While this may be believed, it is not 
a thing which can be demonstrated by the books of accounts. 


4 Allen, p. 7. 
“U. S, Public Health, Bulletin 73, pp. 62-64. 
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And when doctrines of discontent are being constantly preached 
to the workmen it is inevitable that the employers should some- 
times have misgivings as to the results of their efforts to make 
their men healthier, happier, and more contented.* 


In most cases housing is not regarded primarily as a 
financial investment which brings 4% or 5% or 6% im- 
mediate return or even as a method of making workers 
“so much healthier, happier, and contented” that they 
will not listen to doctrines of discontent. It is usually 
regarded simply as a necessary expedient for attracting 
and holding a desirable grade of labor. 

The method of finance of the Goodyear Company in- 
volves the placing of two mortgages on the property: the 
first is carried by an insurance company and aggregates 
about one-half the value of the property; the second is 
carried by the company and covers the balance of the 
purchase price.*® The first mortgage must be paid off in 
three years and the second in twelve years, although the 
purchaser may shorten his periods by increasing his in- 
stalments. The company holds an option on the property 
in order to prevent speculative sales. A small initial pay- 
ment is required. 

Over a thousand houses have been built or are in 
course of construction in “Goodyear Heights” where a 
model industrial community has been planned and built.°° 
Parks, athletic fields, playgrounds, and a library are pro- 
vided by the company. The United States Steel Corpora- 
tion has a “Home Owning Plan” as well as a plan for 
renting company owned homes to workers at moderate 
rates. Substantial initial payments are required in the 
event of a purchase by an employee, but the balance may 
be paid in monthly instalments extending over a period 


48 Bulletin 5, U. S. Steel aad Dp. St. 
49 Frankel and Fleischer, pp. 271-2 
60 Work of the Labor Division, the Govdyear Company, p. 63. 
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not exceeding ten to fifteen years.5t The method of the 
Norton Company calls for an initial payment of 10% 
of the purchase price, after which the property is con- 
veyed to the purchaser, and two mortgages held by the 
company bearing interest at 5%.°? The first mortgage 
is for $1,000 and must be paid within twelve years. There 
are no requirements in respect to the second except in- 
terest payments. The policy of creating a subsidiary 
company is followed by the three establishments men- 
tioned. The Norton Company has organized the Indian 
Hill Company, and the Goodyear Company has organized 
the Goodyear Heights Realty Company. This precludes 
any aspect of paternalism since the purpose of the sub- 
sidiary companies is to place and maintain housing con- 
struction on a business basis. 


Minimum Conveniences 


Various standards of living make it difficult to deter- 
mine the minimum conveniences every home should con- 
tain. It is worth pointing out, however, that a recent 
survey of 53,176 company houses shows that 35% have 
no modern inside sanitary conveniences.®? It would seem 
in general that a bathtub, toilet, washtub, kitchen sink, 
heating and lighting facilities, one window per room, and 
a closet for each bedroom, are minimum requirements. 


Conditions of Work 


The employer has an interest in maintaining better 
standards of sanitation and hygiene in the factory as well 
as housing accommodations for employees. There is again 
an undeniable relation to the annual rate of labor turn- 
over and to productive efficiency. Men who work in a 


*! Close, Welfare Work in the Steel Industry, pp. 38-42. 
8 L. H. Allen, p. 27. 
“Frankel and Fleischer, p. 278. 
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factory environment inimical to health are less efficient, 
lose more time through sickness, are more difficult to 
manage and less satisfied with their jobs. Open privies 
or cesspools spread typhoid; overcrowding and lack of 
facilities for personal cleanliness are conditions under 
which tuberculosis flourishes; these and other diseases 
which are the products of unhygienic surroundings cause 
irregular attendance and reduced outputs. 

An investigation of industrial absenteeism carried over 
a period of 28 months from January 1, 1919, to April 30, 
1921, and covering an average number of employees of 
approximately 6,700 factory workers, is convincing. 
These employees lost an aggregate of 245,442 days from 
work during the total periods. This represents a loss per 
employee per year of 6.61 days due to sickness, .45 of a 
day due to industrial accidents, .25 of a day from non- 
industrial accidents, and 10.95 days because of personal 
reasons—or a total of 18.26 days, approximately equiva- 
lent to three weeks of work, per employee per year as a 
result of all causes.** 

While these statements as they stand prove little, taken 
in connection with supplementary data they show a great 
deal. We may consider a group of closely related ill- 
nesses which figured heavily in the above report, as, for 
example, the diseases of the respiratory system, including 
pulmonary tuberculosis, pneumonia, influenza, pleurisy, 
and bronchitis, and then by referring to the report of an 
investigation of the predisposing causes of tuberculosis 
among industrial workers, distinguish and estimate the 
underlying causes of absences due to the above illnesses. 
The group of respiratory diseases above referred to 
caused over 35% of the total disability on account of sick- 


“%R. S. Quinby, A Study of Industrial Absenteeism, Monthly Labor 
Review, October, 1921, p. 3. 
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ness and accidents combined for the year 1920.55 A re- 
port of the United States Public Health Service shows 
that 19.3% of the tuberculosis found among the factory 
employees of the city of Cincinnati is due to occupation 
hazard and bad working conditions.°* The report empha- 
sizes the statement that these hazards are not necessarily 
inherent in the occupation and that most of the harmful 
factory conditions may be removed.°” 

It is also pointed out that in Cincinnati the average 
factory “is a much more sanitary abode than the average 
working-man’s home,” °* and that “probably one-sixth of 
all Cincinnati’s tuberculosis cases originate in rooming and 
lodging houses.” *® Accordingly it may be concluded that 
at least one-third of the total absences due to tuberculosis 
alone may be prevented by making the factory a fit place 
to work in and by providing adequate housing arrange- 
ments. 


Washing and Dressing Accommodations 


Improved washing, dressing, bathing, and toilet ac- 
commodations are among the activities of many firms 
having welfare policies. The National Cash Register 
Company allows every employee twenty minutes twice each 
week during the summer on company time to take a 
shower bath or plunge.®° The Weston Electrical Instru- 
ment Company has a swimming tank and shower baths. 
It also provides wash basins with soap, mirror, and locker 
for each employee.*! The International Harvester Com- 
pany has standard toilets, drinking fountains, wash sinks, 


55 Monthly Labor Review, October, 1921, p. 8. 
°§ Tuberculosis Among Industrial Workers, Public Health Bulletin 73, 


2. 

5 Thid., p: 62. 
58 Tbid., p. S81. 
58 [bid., p. 84. 
6 Price, p. 326. 
% Tbid., p. 327. 
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shower baths, cuspidors, and ventilated metal lockers.°? 
Good toilet facilities have been installed at all plants and 
mines of the United States Steel Corporation ; 1,495 com- 
fort stations have ventilated lockers and washing accom- 
modations furnished by the company ; 2,672 showers have 
been installed.**? These and other examples indicate the 
extent to which many employers have exceeded the 
statutory regulations in respect to sanitary working condi- 
tions. 

A distinction is made between such improvements as 
have just been described and those measures which pre- 
vent industrial poisoning and reduce accidents to a mini- 
mum. The former methods have been grouped under 
the head, “The Elimination of Fatigue,’ since lockers 
which make possible changes of dry clothes, washing, 
bathing accessories, and the like tend to remove nervous 
strain and allow the muscles to relax. It is to be recog- 
nized, however, that they also prevent the spread of con- 
tagious diseases which abound where filth accumulates. 
But there are also diseases and subnormal conditions 
which are associated with particular industrial processes. 
These have been grouped under the head “Accidents, 
Sickness, and Industrial Poisoning.” 


8 Welfare Work of the International Harvester Company, Pp. 5. 
® Close, pp. 13-14. 


CHAPTER XV 


ACCIDENTS, SICKNESS, AND INDUSTRIAL 
POISONING 


Results of the Safety Movement 


The spread of workmen’s compensation legislation and 
the gradual revision of the common law doctrines of em- 
ployer’s liability have resulted in a strong safety move- 
ment. Again, as in the case of laws requiring a sanitary 
factory equipment, many employers have far exceeded 
the legal exactions. The installation of safety devices, the 
organization of safety committees, the establishment of 
better lighting and ventilating systems together with safety 
education, are the chief methods of accident prevention. 

Remarkable results have been accomplished. The acci- 
dent experience of a large steel plant from 1905 to IQI7 
is indicated, for example, by the table on page 209.1 

The period included in this table covers the main part 
of the history of the organized safety movement in the 
steel industry which began about 1907. Figures for the 
industry as a whole show that “from 1910 to 1914 the 
frequency of accidents was reduced from 224 cases per 
1,000 300-day workers to 150.1 cases. At the same time 
severity declined from 19.9 days per 300-day workers to 
11.8 days.” 2 

Messrs, Frankel and Fleischer state that “twenty-two 


*The Safety Movement in the Iron and Steel Industry, 1907-1917, 
Bulletin 234, U. S. Department of Labor, Bureau of Labor Statistics, p.. rs. 
For a statistical summary of the accident frequency rates in the Iron and 
Steel Industry, by causes, 1913-1920, see Monthly Labor Review, Septem- 
ber, 1921, pp. 1-6. (Bulletin references, if not otherwise stated, are to 
U. S. Department of Labor, Bureau of Labor Statistics. ) 

? Bulletin 234, p. 45. 
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Accident Accident 
Frequency Severity 
Year Number Rates Rates 
of 300-day (per 1,000 300- (days lost per 
Workers day workers) 300-day 
workers) 
1905 6,406 300 34.5 
1906 7,494 214 54.3 
1907 7,585 189 38.1 
1908 4,575 150 29.9 
1909 6,215 174 23.7 
1910 7,042 134 19.9 
IQII 5,774 II2 18.6 
1912 7;396 153 14.3 
1913 7,562 IIS 21.3 
1914 4,741 74 12.2 
1915 5,599 48 20.6 
1916 9,634 96 13.4 
1917 10,862 85 12.9 


of the foremost industrial concerns of the United States 
report an average reduction of 54% in yearly accidents 
after the introduction of organized safety work.” * The 
effect of a good safety organization is conclusively shown 
by comparing the accident rates of plants having such 
organizations with plants which do not have them. This 
was done by the United States Department of Labor for 
three important groups of plants. In every case the 
plants not having a good safety organization show accident 
frequency rates three or four times as high as those hav- 
ing a well-developed system of accident prevention.* 
Accidents are reduced indirectly by all of those meth- 
ods which reduce the labor turnover, since it is known 
that accident frequency rates are highest for inexperienced 
employees. Seventy-six per cent of the accidents of the 
Westinghouse Electric and Manufacturing Company of 
Pittsburgh prior to 1918 were suffered by employees who 


8 Frankel and Fleischer, p. 136. , Lop 
4 Accidents and Accident Prevention in Machine Building, Bulletin 216, 
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had been employed less than one year. The accident 
risk is reduced particularly by those methods of efficiency 
which aim to eliminate fatigue, since the rate of frequency 
varies not only with the rate of output but also with the 
degree of fatigue.® 

It is concluded, therefore, that all functionalized wel- 
fare activities tend to reduce the frequency of accidents 
in so far as they reduce the annual rate of labor turnover ; 
that those activities which eliminate fatigue are particu- 
larly effective in minimizing accidents; and that a safety 
organization is an indispensable factor in accident 
prevention.” 


Safety Organization 


The usual organization for safety is pivoted about a 
central safety committee composed of a safety engineer, 
the works superintendent, and two or three other men 
whose duties take them about the plant a great deal. In 
general the work of this committee is to establish stand- 
ards for safeguards, promulgate rules for safe operation, 
outline educational work, gather all available information, 
pass judgment on all controverted matters, and exercise 
a general supervision over all safety work.? Since suc- 
cessful work demands the co-operation of foremen and 
workmen, subcommittees or workmen’s safety committees 


° Frankel and Fleischer, p. 141. 

®Dr. Vernon classifies the factors in accident prevention as follows: 
first, factors of personal origin, as (1) nervous and muscular co-ordination 
in relation to speed of production; (2) fatigue; (3) psychical influences; 
(4) nutrition and alcohol consumption, and second, factors of external 
origin, as (1) lighting; (2) temperature, humidity and ventilation; (3) de- 
fects of machinery and absence of guards. (Bulletin 240, Pp. 138.) 

7™°Tt has been estimated that from 25 to 40 per cent of all industrial 
accidents are preventable if all Practical means are taken. In America- it 
has been estimated that roughly 30 per cent of accidents are due to illness 
or to imperfections in machines or in not guarding dangerous parts; that 60 
per cent are due to apathy and lack of appreciation of danger on the part 
of operatives, and only 10 per cent to wholly unpreventable causes.” 
(Bulletin 249, p. 141.) 

® Industrial Accidents and Their Prevention, Bulletin 47, Federal 
Board for Vocational Education, 1919, p. 15. 
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should be organized and given definite responsibilities.® 

In large industries the safety engineer is usually asso- 
ciated with the department responsible for employment 
and other divisions of personal relations work. Since the 
business of preventing accidents is so largely a matter of 
education, it is important that the safety engineer be 
identified with the labor department or welfare division, 
as that division is responsible for the general welfare and 
stabilization of the working force.*° This type of organ- 
ization is used in many large industries where the safety 
work is a distinct unit, as, for example, at the Interna- 
tional Harvester Company, Ford Motor Company, Denni- 
son Manufacturing Company, Goodyear Tire and Rubber 
Company, and Swift and Company. The cost to the em- 
ployer of interruptions due to accident, of replacements, 
and insurance has made it evident that systematic pre- 
vention more than pays for itself. 


Occupational Disease 

Preventive measures for occupational disease have also 
been encouraged by workmen’s compensation legislation 
covering certain risks of industrial poisoning, such as 
anthrax and lead poisoning. But this type of legislation 
has not advanced very far largely because scientific in- 
formation is lacking. Consequently the exploitive margin 
of welfare work on the part of the employer is consider- 
ably wider than in the case of industrial accidents. That 
there is a direct relation between the causes of death and 
the occupations of the deceased is clearly revealed in the 
mortality tables contained in Bulletin 207 of the United 


® Bulletin 249, p. 141. 
10 Bulletin 47, p. 20. S 5 
11 As for example in the state of Massachusetts where by decision of 


court occupational diseases are included among the injuries covered by the 
Workmen’s Compensation Law. In most of the states occupational diseases 
are not covered by such legislation; they are specifically excluded, by im- 
plication, or by decision of court. (Bulletin 203, p. 128, table.) 
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States Bureau of Labor Statistics. The relation between 
the use of lead in certain industries and the high propor- 
tionate mortality from lead poisoning is especially 
obvious. That there is a direct relation between ab- 
sences due to sickness and the nature of industrial 
processes is also unquestionable; this is especially true of 
tuberculosis in the printing trades and the use of lead in 
the painting of buildings. 


Experience in Great Britain 


The extent of the more important diseases caused by 
industrial poisons and the relative seriousness of these 
diseases is brought out in the following table: #3 


NUMBER oF CasEs oF, AND DraTHs FROM, SPECIFIED INDUS- 
TRIAL DISEASES IN GREAT BRITAIN, 1900 TO 1920 


—— 


Aver. Aver. Aver. Aver. Aver. 
703: ’06- ’09- *12- 15- 


1900) “0% Voa=.505 6708. 2g ig) ers ers ATO 20) 
Lead poisoning: 
Cases ....... 1.058 863 629 601 619 576 522 349 144 207 243 
Deaths i. .as 38 43934 Tq 23 aes Ones 392i II 26 23 
Phosphorus poi- 
soning 
(Gases. eevee 3 4 I I I I 3 3 [ae 
Deaths) hs eey a taenases 2 I A 
Arsenic poison 
ing: 
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Mercurial  poi- 
soning 
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Toxic jaundice 
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Deaths) cries 34 a : 3 
Anthrax: 
‘Cases ....... 37. 9/39) 738) 152 1575 0574057153 ae 
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es 


Lead poisoning is the most important both as to the 
number of cases and the mortality rate. Although the 


* Causes of Death by Occupation, Bulletin 207, p. 83. 
% Monthly Labor Review, September, 1921, p. 173. 
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figures show a decreasing number of cases of lead poison- 
ing, the mortality rate seems to be increasing. Anthrax 
is next in importance. Wool was responsible for 24 cases 
out of the 48 reported in 1920, hides and skins for 17, 
and horsehair for 6.74 


Preventive Methods—Lead Poisoning 


The methods of prevention depend upon the action 
of the poison. Lead may gain entrance into the human 
system by breathing lead-dust laden air, or through the 
alimentary system as a consequence of swallowing lead 
dust or lead contaminated food.** Hence effective pro- 
phylactics include the avoidance or removal of dust or 
spray, adequate washing accommodations, messrooms, 
suitable work clothing, separate lockers for work- 
clothing and out-door clothing, and periodical medical 
examinations.*® 


Anthrax 

While anthrax is primarily a disease of animals such 
as cattle and sheep, it is communicated to man in several 
occupations. Among those who have died of it in this 
country are hide and skin handlers and other tannery 
employees, longshoremen, wool-sorters, hair workers, 
brush makers, paper makers, farmers, ranchmen, livery- 
men, and veterinarians.17 Contagion commonly occurs 
through an abrasion of the skin or as a result of inhaling 
dust, or particles of hair or wool from diseased animals.*® 
Periodic vaccination of herds, and the disinfection of 
hides by immersion in a bichloride of mercury solution are 


14 Monthly Labor Review, September, 1921, p. 173. 

18 Report of British Departmental Committee on the Danger in the Use 
of Lead in the Painting of Buildings, Bulletin 188, p. 125. 

18 Tbid., p, 125. See also Occupational Lead Poisoning by W. H. Rand, 
in Monthly Labor Review, February, 1921, pp. 140-148. 

17 Anthrax as an Occupational Disease, Bulletin 205, pp. 5-6. 

%Ibid., p. 6. 
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the best preventives.'® Internal anthrax and erysipelatous 
anthrax are said to be invariably fatal. According to a 
recent report, the best treatment of cutaneous anthrax is 
“physiological rest of the part affected, combined with 
intravenous injection of anti-anthrax serum.” 2° 


Tetrachlomethane 


Tetrachlormethane, which also results in violent poi- 
soning, is now being used in the manufacture of non- 
inflammable films, various lacquered goods, and artificial 
silk. Measures for preventing such poisoning include ade- 
quate vacations, eating lunches away from contact with the 
poison, the use of special work clothes, general sanitary 
supervision of the plant, physical examinations, and blood 
tests.** An acid and water-proof canvas overall, flexible 
“linoleated” canvas gauntlets, and prompt treatment of 
trivial injuries, are effective prophylactics of poisoning by 
zinc chloride.?? 

The establishment of hygienic conditions in the print- 
ing trades requires effective ventilation, the separation of 
processes involving the danger of lead poisoning from 
other comparatively safe methods of work, proper light- 
ing, washing facilities, drinking water, lunch rooms, the 
elimination of dry sweeping and other sanitary devices.?3 
It has already been indicated that these arrangements have 
been introduced by many employers. 


T N T Poisoning 


In the manufacture of explosives dangerous fumes 
may be eliminated by introducing proper ventilating sys- 
tems. “Hoods should be placed over all vapor-producing 


% Ibid., pp. 83-88. 

20 Monthly Labor Review, September, 1921, p, 173. 

21 Tbid., June, 1921, p. 113. 

22 Tbid., April, 1921, p. 102. 

** Hygiene of the Printing Trades, Bulletin 209, pp. 12-18, 
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fluids at every point where vapors may rise and as close 
to the point of origin as possible.” *4 The use of respira- 
tors is sometimes recommended, although it seems they 
cannot be depended upon.?> That the number of cases of 
poisoning may be reduced by proper precautions and that 
absence due to sickness from these poisons may be 
greatly lessened, is shown by reports from three model 


plants : 7° 


Average Numberof Total 
Number Casesof Hours of 


Month Working Poisoning Disability 
per day 
ANILIN PoIsoNnING 
Ul VeEOUOs so cies. 90 12 206 
PATISUSE, GAs wlelee sts lacs 75 2 16 
September .'... 0... 89 3 Ag 
Oictohehrscsisit «2. iate 90 3 83 
INOVEMDED < scccc00 5 90 6 65 
DECEMPEH re stein ass 90 4 56 


TRINITROTOLUOL POISONING WHILE PouURING 
LiguID INTO SHELLS 


PNTIOTIS Gs srers.c <lsio%e 0's 0 55 2 40 
LDCLODER- wees ss oes 50 3 32 
December ©... 1.06 50 I 96 


TRINITROTOLUOL PoISONING FROM ABSORP- 
TION Due To DRILLING SHELLS 


Mttlye pie cil oete eres 40 II 134 
TENSES Bren claire OIC 50 7 99 
September ......... 55 I 16 
Octobeteevn es 4. 55 I 8 
iDMecembeln sane sas 30 5 193 


The cases reported here necessitated absence from 
work for one-half day or over. The high rate of dis- 


24 Industrial Poisons used or produced in the Manufacture of Explo- 


sives, Bulletin 219, p. 93. 


2 Tbhid., p. 93- Paty: 
8 Tbid., i 38. See also articles on T N T poisoning in the Monthly 


Labor Review for February, 1918, pp. 13-35, and September, 1918, pp. 
236-242. 
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ability in December reported in the third table was prob- 
ably due to the use of alcoholic stimulants by one of the 
patients. These figures show how low the rate of sick- 
ness from the poisons mentioned may be in well-regulated 
plants. 

This segment of the field of employers’ welfare work 
will undoubtedly be further developed in the future. The 
greatest present need is for accurate data. The co-opera- 
tion of labor organizations, manufacturers’ associations, 
and the government would very much facilitate the prog- 
ress of this research work. 


Treatment of Injuries and Sickness 


The third and last group of employers’ welfare activi- 
ties which serve indirectly to promote industrial efficiency 
by offering guaranties of health and physical fitness of the 
worker consists of the various measures for the treatment 
of injuries and sickness. These measures include first-aid 
crews, emergency rooms and hospitals, squads of visiting 
nurses, medical examinations, dental clinics, and the like. 
They tend to increase productive efficiency in several 
ways: 

1. They reduce time lost due to injuries and sickness and 
consequent interruptions of work to a minimum. 

2. They greatly reduce the mortality among workers who 
have suffered accidents. 

3. They forestall the employment of the physically imper- 
fect whose records of absence and high rates of turn- 
over are a source of considerable expense. 


4. They promote efficiency by maintaining a higher level of 
health. ' 


First-Aid and Rescue Training 


It has already been pointed out that work accidents in 
the United States, according to the best estimates, cause 
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annually more than 35,000 deaths and about 2,000,000 
injuries, of which about 500,000 produce disability lasting 
more than one week. That the percentage of fatalities 
arising from injuries may be greatly reduced by first-aid 
and rescue training is shown by the following table: 27 


Fatat AccipeENT RaTE IN RELATION TO THE NUMBER OF 
Persons TRAINED IN Bota Coat anp MertaL MINES 


Number Killed per 1,000 Persons Em- 


Number ployed (300-day workers) 
Trained 
Year per 1,000 Metal and 
Employed AtCoal At Metal Coal Mines 
at Mines * Mines Mines Combined 
IQII 0.82 4.97 4.45 4.71 
Igi2 1.88 4.46 4.09 4.28 
1913 3.93 4.70 3.72 4.21 
1914 7.70 4:66 3.92 4.29 
IQI5 12.81 4.44 3.80 4.17 
1916 21.44 3.93 3.62 3.78 
1917 25.76 4.25 4.44 4.35 
1918 34.97 3.94 3.57 3.76 
I9QIQ 46.12 3.03 3.43 3.23 
1920 54.63 2.98 eicis ee 


* The trained are those who are equipped for first-aid and rescue work. 


Medical Aid 


It is equally clear that medical aid greatly reduces lost 
time due to disabilities arising from accident and sickness, 
simply because prompt and’ regular attention hastens 
recovery. At an engineering factory in England employ- 
ing about 2,500 men and women, a system of industrial 
medicine has been installed which makes possible the 
dressing of every wound, however slight, within a few 
minutes of its occurrence and which provides proper care 
until the wound is healed. “As a result the proportion of 
workers who lost time on account of accidents was mark- 


27 Monthly Labor Review, June, 1921, p. 109. 
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edly lowered, and there was an increase in the number of 
cases that lost no time at all.” 78 

The Metropolitan Life Insurance Company estimates 
that clerks would lose one-half day for each visit to a 
dentist. The dental clinic maintained by the firm treated 
5,869 emergency cases in 1920, thus effecting a savings 
equivalent to nearly 3,000 days of working time, or ap- 
proximately the full year’s time of ten employees.”® 


Economy of Industrial Medicine 


If it is only approximately true that there are annually 
248,750,000 days of sickness among workmen in the 
United States, as estimated by a committee of experts 
acting for the American Association for Labor Legisla- 
tion, the possibilities of industrial medicine in this direc- 
tion cannot be gainsaid.*° The cost of medical examina- 
tions and treatment is more than compensated by gains 
in productive efficiency and reduction in the labor turn- 
over. A recent study of the medical service of ten in- 
dustries reveals the following results : *4 


Total number of applicants examined in one 


NG WOU Mee Acc on ooo Bonet ore 118,900 
Total number of employed having disabilities 

that did not interfere with selected work.... 41,158 34.770 
Total number rejected for work because of 

Gisabtlities.. occas. tacos eictole erie tele inicretoruslahe 11,433 9.7 
Total number having no disabilities of any 

MOMENt | Coons wea Oe ee eee ee ae ee 66,3090 55.6 
Total number of regular employees in the ten 

ANGUStLiES 3 sisax. lors Ninyoominve oy eee 102,400 


Calculating on the basis of $35 as sufficient to cover 
the cost of hiring and training a worker, it is concluded 
that the 11,433 rejected cases saved the ten companies 


28 Bulletin 249, p. 
29 Welfare Work oe ae Metropolitan Life Insurance Company, 1920, 


3. 
80 Hamilton, pp. 543-544. For detailed tables see Slichter, pp. 404-406. 
» Monthly Labor Review, June, 1921, p. 236. 
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$400,155 in labor turnover. The cost of health super- 
vision is estimated at $2.50 per employee, resulting in a 
total cost of medical work in the ten concerns of $256,000, 
and allowing a net gain of $144,155. It is also estimated 
that 10% of those applicants with physical disabilities who 
were employed “would have left very shortly if they had 
not been placed on jobs suitable to their physical condi- 
tion, thus adding another $144,000 to the profit of the 
employers.” ** The low estimate of the cost of labor turn- 
over, in view of other studies that have been made, would 
indicate that the above estimates are conservative and err 
on the safe side so far as they err at all. 


Cost of Industrial Health Service 


The National Industrial Conference Board presents 
statistical evidence for 207 companies maintaining indus- 
trial health service. The investigation shows that the cost 
of service varies from $1.84 per employee per year in the 
tobacco industry, to $24.40 in the mining industry, and 
that the average for all industries reporting is $4.43.°* 
These firms report the employment of 241 physicians on 
a full-time basis and 175 additional on part time, while 
86 were listed as being on call. Twenty-seven firms em- 
ploy 36 dentists either on full or on part time basis, and 
trained nurses are employed by nearly all of the firms with 
more than 500 employees.** 


Report of United States Bureau of Labor Statistics 


Three hundred and seventy-five establishments have 
reported to the United States Bureau of Labor Statistics 
that provisions for medical treatment are maintained ; 110 
of these have first-aid equipment, 265 have a hospital or 


82 [bid., pp. 236-237. | 
88 Monthly Labor Rootes July, 1921, p. 196. 
% Tbid., p. 197. 
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an emergency room, 171 employ doctors, and 181 employ 
trained nurses.*° Twenty-four of these firms maintain 
hospitals for the purpose of caring for protracted cases 
of illness or injury among employees and their families.°¢ 


Health Work of Metropolitan Life Insurance Com- 

pany 

The Metropolitan Life Insurance Company has greatly 
developed this line of welfare work. A dispensary, optical 
clinic, dental clinic, and a tuberculosis sanatorium are 
maintained by the firm.8? The dispensary took care of 
47,230 visits in 1920; the optical clinic made 1,178 eye 
tests and furnished 3,970 pairs of new glasses at wholesale 
prices; the dental clinic made 7,165 examinations and 
cleansings together with 5,136 X-ray pictures in the same 
year ; the sanatorium had discharged 1,777 patients up to 
January 1, 1921, of whom 1,122 were afflicted with tuber- 
culosis while 655 had other ailments.** It is maintained 
by the firm that this work brings results in increased 
efficiency and stability of the working force; half of the 
employees of the home office have been employed for a 
period of five years or more.°® 


Other Examples 


Other establishments which strongly emphasize this 
field of welfare work are the National Cash Register 
Company, United States Steel Corporation, Western 
Electric Company, General Electric Company, Interna- 
tional Harvester Company, Swift and Company, the Nor- 
ton Company, and Colorado Fuel and Iron Company. In 
Europe, the Chatillon Company, of France, the Friedrich 
~~ § Bulletin 250, Pp. 15. 

% Tbid., p. 28. 

*7 Welfare Work of the Metropolitan Company, 1920, pp. 2-5. 


38 Tbid., pp. 3-4. 
© Tbtd., p. 11. 
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Bayer Company at Elberfeld and Leverkussen, and the 
Bournville Works of Messrs. Cadbury and Company, are 
among the most prominent examples. The Chatillon Com- 
pany maintains hospitals, dispensaries, clinics, and free 
milk stations. The F. Bayer Company has not only pro- 
vided first-aid rooms, emergency hospitals, clinics, dis- 
pensaries, regular hospitals, and convalescent homes, but 
also tuberculosis sanatoria and homes for special treatment 
of delicate and defective workers and their offspring.*° 
Messrs. Cadbury and Company maintain a medical staff 
of several doctors on full time, trained nurses and assist- 
ants. Absences are followed up, medical aid is given, and 
a convalescent home, first-aid service, and dental clinic are 
supported by the firm.** 

While the outlay required is considerable for equip- 
ment and salaries of experts employed in a bureau of 
industrial medicine, the results achieved appear to justify 
the expenditures. 


49 Price, pp. 334-3 
41 Edward Caio “Experiments in Industrial Organization, pp. 92-139. 


CHAPTER XVI 
SHOP COMMITTEES AND WORKS COUNCILS 


Theory of Joint Administration 


The fourth main division of employers’ welfare activi- 
ties includes co-operative plans for the administration of 
these activities, such as shop committees, works councils, 
welfare committees, joint boards of control, industrial 
assemblies, promotion and discipline committees. 

The educational value of these co-operative arrange- 
ments, together with the fact that such bodies are neither 
required by law nor by the conditions of the market, urges 
the importance of this branch of employers’ welfare work. 
Furthermore, the experience of many firms shows that 
the efficient management of welfare work is conditioned 
upon a joint administration of the activities involved. 
This is true primarily because the chief difficulty of all 
welfare work is the risk of misinterpretation on the part 
of the employees, the mass of whom do not sympathize 
with the paternal or one-sided type of welfare policy for 
the same reason that they resent any violation of their 
feeling of independence. 

Welfare work rightly organized and administered is a 
benefit to the workers. Directly or indirectly, in the long 
run, in the short run, or both, it is also a benefit to the 
business concerned. Since there are two kinds of benefits, 
both parties should have a voice in their administration 
and supervision. In fact, the reactions of both parties 
are necessary to determine whether or not the work is 


really beneficial. In the last analysis the employee and the 
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employer judge for themselves as to whether or not 
advantages have accrued. 


Experience Records 

Records of experiments in welfare work which have 
failed offer negative proof, while successful experiments 
give positive proof of this view. The management ofa 
Pennsylvania corporation, for instance, donated to its 
workers a handsome and well-equipped library costing 
about $20,000. The workers, however, instead of using 
the library, collected a fund of $8,000 and established a 
library of their own. This case is extreme, no doubt, and 
the workers would probably have done better to have 
overlooked the matter entirely. But certainly the hostility 
could have been avoided by making the affair dependent 
upon the co-operation of the workers. 

Co-operation can usually be attained without difficulty, 
by pointing out to the workers that they have a direct 
personal interest in the successful consummation of an 
experiment in welfare work. The character of this in- 
terest must be certain, definite, and easily understood. A 
workman was dining in a company restaurant where free 
coffee was served to employees. He refused to touch the 
coffee, When asked why he did not do so, his reply was 
that he feared he would be expected to do 17 cents’ worth 
of work for 2 cents’ worth of coffee.?- Again there can be 
no doubt that such an attitude could have been averted by 
making the venture a co-operative one and placing it 
under a joint administration. 

The most successful experiments in employers’ welfare 
work are those in the management of which the employees 
participate in constructive fashion. This is true at the 
Goodyear Tire and Rubber Company, Dennison Manu- 


———— 
1 Price, pp. 293-294. 2 Tbid., p. 294. 
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facturing Company, American Multigraph Company, In- 
ternational Harvester Company, the experiments of 
Leclaire, the Krupps, the Zeiss Works, the Bournville 
plant of Cadbury Brothers, and many other examples that 
may be cited. 

There are points of knowledge which are the exclusive 
possession of the worker by reason of technical experience 
based upon long years of work and attitudes associated 
peculiarly with his point of view, all of which may be 
made to function positively in a business organization. 
Business men have noticed that there is a psychological 
relation between representation in shop affairs on the one 
hand and interest in work on the other hand.? Moreover, 
there can be no question that such representation results 
in more cordial relations between management and work- 
ers. Whether or not joint bodies of control are indis- 
pensable in matters in which there is little or no direct 
common interest may be a debatable question. In respect 
to welfare institutions, however, the interest is common 
by very definition, and the conclusion cannot be avoided 
that such institutions demand a joint administration. 


Welfare Committees and Systems of Co-operative 
Management 

The distinction should be made between welfare com- 
mittees which deal with specialized activities such as rate 
setting, premiums and bonuses, hours, general working 
conditions, safety, sanitation, transfers, promotions, sug- 
gestions, education, adjustment of grievances, etc., and 
comprehensive systems of joint administration such as the 
Whitley councils of England, the works councils of Ger- 
many, the Leitsch plan and the shop committee arrange- 
ment calling for a general joint committee, or a conference 

*Tead and Metcalf, p. 408. 
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committee as it is also called, together with subcom- 
mittees. The United States Steel Corporation, for ex- 
ample, provides for joint committees on safety, sanita- 
tion, and welfare, but no general scheme of employers’ 
representation has been instituted. The William Demuth 
Pipe Manufacturing Company, the American Multigraph 
Company, and other concerns have introduced the Leitsch 
plan in which all or very nearly all of their employees are 
organized. Other establishments, such as the Interna- 
tional Harvester Company, have instituted a system of 
shop committees or works councils. 


The Leitsch Plan 


The Leitsch plan is modeled upon the United States 
government and consists of a cabinet, senate, and house 
of representatives. Neither the cabinet nor the senate are 
elective bodies. The former is usually made up of the 
executives of the company, the latter being composed of 
foremen and department heads. The house of representa- 
tives is the popular body and consists of delegates chosen 
by the workers.> Veto power over all legislation is re- 
tained by the cabinet. Sharing of profits resulting from 
savings in production costs is one of the distinctive fea- 
tures of the plan. The evident purpose is to make a 
direct personal appeal to the interest of every worker.® 
Sometimes, as in the case of the American Multigraph 
Company, a plan of promotion from the ranks together 
with a system of education is used to make this direct 
appeal to the workers. 

In any successful example it is clear that employees’ 


4For verification of this eraser see Law and Labor for January, 
1920, p. 20, and also Bulletins 5, 6, and 8 issued by the U. S. Steel Corpo- 
ration. 

5 Monthly Labor Review, November, 1919, p. 232. 

® See John Leitsch, Man to Man, for a description of the plan as con- 
ceived by its author. 
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representation is not vague and general, sentimental pa- 
laver about industrial democracy, or a substitute for bad 
management and inefficiency on the part of higher officials, 
but is based upon concrete interests easily brought home 
to workers and management alike. 


William Demuth and Company 

The Leitsch plan was introduced by William Demuth 
and Company, of Brooklyn, New York, in the spring of 
1917, when the company had an annual rate of labor turn- 
over of about 70%.’ Inasmuch as the work of making 
pipes is largely done by skilled hand labor, the cost of the 
high labor turnover was considerable. The manager of 
the firm states that wages did not rise after IQI7 as 
rapidly as they would have risen had the scheme of em- 
ployees’ representation not been introduced.’ He points 
out also that production was increased about 8% before 
the trial period of the experiment was over. It may be 
inferred, therefore, that the immediate objects sought by 
the firm were the reduction of the labor turnover, fore- 
stalling rapid wage increases, and increase of productive 
efficiency. 

But the scheme resulted in advantages to the workers 
as well. The working week was reduced from 53 hours 
to 50 hours. The experiment proved so successful 
that a 48-hour week was agreed upon. The col- 
lective economy dividend netted the employees 614% of 
wages for the first two-week period ; subsequent dividends 
have risen as high as 1714%.° The organization of a 
suggestion committee resulted in the invention of a new 
cutting machine which is operated by one man and does 


™ Law and Labor, September, 1919, p. 13. 

®F. L, Feuerbach, Industrial Democracy, 1919, p. 7. 
*Tbid:, p. 6. 

© Law and Labor, September, 1919, p. 15. 
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the work of six men on six of the old machines.1t Im- 
proved designs for polishing meerschaum pipes suggested 
by workers increased the output of a worker over 300%.” 

The savings resulting from such improvements, in- 
crease in output, or decrease in production costs, are 
equally divided between the workers and the management 
and there can be no doubt that the opportunity for in- 
creased earnings furnished the necessary incentive to the 
workers to co-operate in carrying out the plan. Earnings 
of the workers as a whole went up 50% as a result of the 
experiment.t* Absenteeism and the turnover were fe- 
duced. Other gains include the following: a plan of life 
insurance, the correction of unfair distribution of piece 
rates, the introduction of rest periods resulting in greater 
efficiency at the job, an English school for foreigners, and 
a mutual benefit association. 

The mutual benefit association was organized by the 
firm in 1902 and provides free medical attention, a weekly 
sick benefit of $6 and a death benefit of $100, at a cost 
of ten cents per week per member. The English school 
was installed shortly after the inauguration of the plan of 
joint administration and is one of the distinct achieve- 
ments of the co-operative government. The class meets 
every evening for one hour and a half; one-half of the 
period is on the company’s time. 

Questions affecting working conditions such as safety, 
sanitation, etc., as well as questions of wages, hours, and 
piece-work rates, may be brought before any one of the 
three governmental bodies, and if a recommendation is 
decided upon in one body it is sent to the next for further 
action.* No change becomes law until it is approved by 


11 [bid., p. 14. 

a2 [bids Dp. -4- 

13 Commons, Industrial Government, p. 81. 
14 Law and Labor, September, 1919, p. 15. 
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all three bodies. There is one delegate in the house for 
every thirty employees; each department is represented 
and elections by secret ballot are held at intervals of every 
six months.1® 


The American Multigraph Company 


The American Multigraph Company, of Cleveland, 
employing about 1,000 workmen, introduced the Leitsch 
plan with minor modifications in 1919.18 A campaign of 
education, designed to explain “the correct relationship 
between capital and labor,” has been a policy of long 
standing ; the year preceding the installation of the plan 
the company gave a “general shop efficiency course” to a 
group of about 200 workmen who remained after hours. 
The course covered questions of industrial relations, the 
meaning of such terms as overhead, dividends, taxes, 
surplus, etc., employees’ representation schemes, together 
with questions of personnel administration.” 

The direct point of appeal to the worker is the policy 
of promotion from the ranks. After a man has been 
employed for a month he is given a questionnaire headed 
“Application for promotion.” 28 This outlines the policy 
of filling jobs from the inside and asks the man what he 
is doing to prepare himself for promotion. In this way 
the men became interested in talks, charts, pamphlets, and 
shop efficiency courses, resulting finally in the adoption, at 
the request of the employees, of the Leitsch plan.° The 


few changes and a 12Y%% increase in wages was granted. (Commons, 
pp. 82-83.) The management gives the plan a whole-hearted support, The 
veto power of the cabinet has not yet been used, 

2° Monthly Labor Review, July, 1921, p. 18. 

“Hl. C. Osborn, Solving the Labor Problem, Scientific American, No- 
vember 13, 1920, p. 496. i 

1° 1btd.;. D. S08; 

* Taw and Labor, February, 1920, p. he 
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employees’ congress is subdivided into fifteen sub-com- 
mittees : 7° 

1. Employment and discharge. 

2. Education and publications. 

3. Wages, rates, and compensation. 

4. Health, sanitation, and safety. 

5. Economies, suggestions, and improvements in the com- 

pany product. 

6. Rules, procedure, and elections. 

7. Production control. 

8. Time and motion study. 

9. Spoiled work. 

10. Machinery and tools. 

11. Entertainment. 

12. Attendance and tardiness. 

13. Miscellaneous complaints. 

14. Sales co-operation. 

15. Special eight-hour committee. 


Hours have been reduced from ten to eight without 
loss of production and the scheme has been in successful 
operation during the present period of depression. Gen- 
eral reductions in working time, lay-offs, and wage cuts 
have been jointly agreed upon without friction. “While 
no one likes to have his income reduced, our men were 
so thoroughly informed of the conditions that made a 
wage reduction necessary that it was accepted in a spirit 
of fairness as a result of their knowledge of the facts.’ ** 
The management places emphasis upon the item that the 
plan of joint control is only a factor in a whole campaign 
to have men understand what they are doing and why. 

The cabinet is composed of the company’s executives 
and its decisions are final in those matters over which 
authority has been given it by the board of directors. The 
senate consists of the production manager, chief engineer, 


20 Monthly Labor Review, July, 1921, p. 18. 
22 Tbid., p. 21. 
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superintendent, advertising manager, sales director, treas- 
urer, chief inventor, chief inspector, manager of industrial 
relations, purchasing agent, auditor, vice-president, and 
managers of such other departments as may be designated. 
The congress is composed of twenty-four members, twelve 
of whom are elected by the employees and twelve are ap- 
pointed by the company.22 The congress has exclusive 
power to originate legislation directly affecting relations 
between the management and the workers, The twelve 
employees receiving the highest votes are considered 
elected ; the president of the company appoints the repre- 
sentatives of the firm. 

A final court of appeals composed of three members 
of the congress, three of the senate, and three of the 
cabinet interprets the articles of agreement, while an 
arbitration board decides questions upon which the senate 
and house cannot agree. “All matters from the simplest 
question of sanitation to questions involving wage in- 
creases, hours of labor, and discharge have been handled 
by the senate and congress in a manner perfectly satis- 
factory to the company and the workers.” 23 


The Packard Piano Company 


The Packard Piano Company has also successfully in- 
troduced the Leitsch plan. The house of representatives 
is attended by all of the workers since there are less than 
300 men employed.” The collective economy dividend 
works as follows: the standard output is 300 pianos per 
month and a 5% dividend is added to wages when this 
standard is maintained; 242% additional is allowed for 
every 25 in excess of 300.” 


22 Taw and Labor, February, 1920, p, Arh; 
2 Thid., p. 52, : 

*4 Commons, p. 71. 

36 Tbid., p. 73. 
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During three fall months in 1913, 242 employees 
working ten hours per day turned out 746 pianos; for the 
corresponding months in I919 an average of 235 em- 
ployees working eight hours per day, turned out 1,100 
pianos.2®° The average rate of wages per hour increased 
106% during the same period, due entirely to increased 
output and economy dividend. Piece rates cannot be cut 
without the consent of the workers. Absenteeism and 
wasteful work have been eliminated because it cuts the 
economy dividend, and there are neither bosses nor time 
and motion experts. The increased efficiency for the six- 
year period from 1913 to 1919 is equivalent to 45% on 
the basis of plant output; overhead was reduced in 
proportion.’ 

All experiments with the Leitsch plan have not pros- 
pered so well; some have utterly failed; others have only 
partly succeeded, and many are yet in the experimental 
stage.2° That the movement toward the establishment of 
some sort of co-operative government in industry has 
made considerable headway in this country is indicated 
by data recently received by the United States Bureau of 
Labor Statistics covering 160 companies which have com- 
prehensive schemes of employees’ representation of one 
kind or another in operation.”® 


Shop Committees and Works Councils 


Other types of joint industrial administration may be 
called shop committee systems or works councils. They 
include schemes which range all the way from the so-called 
one-committee shop committee system as practiced by the 


26 Ibid, p. 73. 

37 Tbid., Pp. 73- : 

28 A partial list of firms that have introduced some form of representa- 
tive shop committee plan is given in the Monthly Labor Review for Sep- 
tember, 1919, p. 123. : 

29 Monthly Labor Review, November, 1919, p. 229. 
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Pittsfield Machine and Tool Company, to the Whitley 
Councils of England in which whole industries including 
many independent establishments are interlocked in a plan 
of joint control. The more common schemes provide for 
a central conference committee, or general joint com- 
mittee on which workers and manufacturers are equally 
represented, together with subcommittees organized on a 
geographical, departmental, or divisional basis. 

The People’s Gas Light and Coke Company, of Chi- 
cago, furnishes a clear example. The general joint council 
is made up equally of workers’ representatives and man- 
agement representatives chosen by departmental joint 
councils.*° Departmental joint councils meet on company 
time and enjoy full power to take up all questions per- 
taining to employees in their relation to the company ; the 
general joint council serves as a higher court. 


The International Harvester Company 


The works councils plan of the International Har- 
vester Company is drawn up along similar lines, and was 
adopted in March of 1919 by seventeen of the twenty 
separate plants of the company by secret ballot.2t A 
campaign of education preceded the installation of the 
councils and a department of industrial relations was 
created to aid in carrying out the new policy of manage- 
ment sharing.#? The purpose is to establish relations 
between employee and employer “upon a definite and 
durable basis of mutual understanding and confidence,” 
and provision is made for “equal representation in the 
consideration of all questions of policy relating to working 
conditions, health, safety, hours of labor, wages, recrea- 


50 Law and Labor, February, 1921, p. 48. 

*1 Law and Labor, June, 1919, p. 17. 

32 Harvester Industrial Council International Harvester Company, 
March, 1919, p. 6 
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tion, education, and other similar matters of mutual in- 
terest.” °° The plan may be regarded as the product of a 
welfare policy carried on over a long period of years.** 

Each plant has its own works council consisting of a 
minimum of five employee representatives, there being one 
delegate for each 200 to 300 employees, and an equal 
number of delegates representing the management. In 
case of a tie vote the question under consideration is re- 
ferred to the president of the International Harvester 
Company, who may propose a settlement for reconsidera- 
tion or refer the matter to a general council. The workers’ 
delegates on the general council are chosen by the works 
councils interested in the question; the delegates appointed 
by the management do not exceed the number of em- 
ployee representatives.*® Provision is made for arbitra- 
tion in the event of a deadlock in the general council. The 
execution of all decisions lies with the management and 
there are no provisions penalizing either party’s resort to 
industrial hostilities. 


The Pittsfield Machine and Tool Company 


Simpler and more complex shop committee systems of 
co-operative management range themselves by degrees 
about the general mean just described and illustrated, in 
which there are two types of joint boards: the general 
conference committee, or central joint board exercising 
judiciary functions, together with subcommittees or works 
councils exercising mediative and advisory functions. The 


83 Harvester Industrial Council, p. 5. 

%4 It is true of many establishments that their welfare policies developed 
into plans of co-operative management, thereby giving breadth of scope 
and definiteness to the welfare work. The shop committee arrangement 
introduced in 1918 by the Philadelphia Rapid Transit Company is closely 
related to the co-operative welfare association organized in 1911. The 
function of the welfare association, like that of the shop committee, was 
to create and maintain mutually satisfactory relations; through the asso- 
ciation, working conditions were improved, wages were adjusted, and sick 
and death benefits assured. (Stoddard, The Shop Committee, p. 57.) 

86 Harvester Industrial Council, p. 20. 
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necessity of adapting plans to the size and character of 
the business concerned, accounts for the variety of types. 

The simplest type, the one-committee shop committee 
system, is adapted to a small factory. It has been in- 
stalled at the Pittsfield Machine and Tool Company, which 
employed about 100 men and women in the fall of 1918.%¢ 
Union activities progressed at this time, and although the 
unions could not enforce recognition or reverse the com- 
pany’s policy of maintaining an open shop, on account of 
restrictions set up during the war, the company’s officials 
were always ready to meet with the workers either indi- 
vidually or collectively. The shop committee was agreed 
upon as a solution of common problems. Because of the 
small size of the shop the single committee serves both as 
a mediative and as a judicial body. 


General Electric Works 


The more complex types may be illustrated by the 
Lynn Plan introduced into the General Electric Works at 
Lynn, Massachusetts, by the National War Labor Board 
in December of 1918.37 The average annual working 
force varies from 10,000 to 12,000, and most of the 
“regular” trades including pattern-making, die-cutting, 
skilled machine work, carpentry, blacksmithing, etc., are 
represented.** The craft geographical basis of representa- 
tion here adopted is the most unique feature of the plan. 

Sections of employees averaging about 200 in number, 
characterized by single or closely related crafts lying 
within convenient geographical boundaries, constitute the 
basis of representation.*® The sections are organized into 
“shops” composed of from two to five sections. Each 


86 Stoddard, P: 55. 
** Law and Labor, May, 1920, p. 137. 
88 Stoddard, p. 41. 

8° Tbid., p. 43. 
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section selects two employee representatives. The section 
delegates included within a shop elect three of their mem- 
bers to serve as representatives on the joint committee for 
that shop. All of the employee delegates elected by sec- 
tions choose four workers to serve on the general joint 
committee on adjustment, but no worker already chosen to 
serve on a committee is permitted to sit on this body.*° 
Thus there are: first, section committees, known as com- 
mittees on fair dealing, which are not joint; second, joint 
shop committees; third, the general joint committee on 
adjustment. 

The chief function of the committees on fair dealing 
is to adjust grievances by negotiating with the foreman 
concerned and the offended worker. Should the section 
committee fail to settle the question, it is referred to the 
joint shop committee. If this body fails, the matter is 
appealed to the manufacturing engineer or department 
head who reports his findings with recommendations to 
the shop committee. In case a majority opinion is not 
forthcoming, the question is brought before the general 
joint committee on adjustment; if this committee should 
fail to determine the issue, it is referred to the manager 
whose decision is final. 

Thus the general joint committee on adjustment func- 
tions as a court of appeals, while the section committees 
and shop committees serve as mediative bodies. 


The Dennison Manufacturing Company 

The employees’ co-operative plan of the Dennison 
Manufacturing Company goes one step further in provid- 
ing the means for joint legislation as well as for joint 
mediation and judgment of issues in dispute. The Denni- 
son scheme is the work of the employees themselves who 


«© Taw and Labor, May, 1920, p. 138. 
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met in July of 1919 for the purpose of discussing the 
question of co-operative management.*t A committee was 
appointed to investigate and report upon the problem. 
By-laws and a constitution, drawn up by the committee, 
were presented for approval in September of 1919 and 
accepted by workers and management alike. The main 
purpose of the plan “is to provide for the co-operative 
working out by the employees and the management of 
constructive policies to meet the needs of the factory and 
its employees” ; *? a secondary purpose is to provide the 
machinery necessary for the adjustment of grievances. 

Three kinds of committees are arranged for: a general 
works committee, a central committee, and conference 
committees. A distinctive feature of the scheme is that 
only the conference committees are joint. The general 
works committee consists of approximately sixty workers’ 
representatives chosen by departments; it meets ‘twice 
each month, freely discusses all factory problems, and 
prepares recommendations to the management. The cen- 
tral committee is composed of twelve divisional repre- 
sentatives chosen by the general works committee from 
among its members and represents employees in the final 
appeal of grievances. 

The conference committees are composed of from two 
to six members, half of whom are chosen by the general 
works committee, the other half being chosen by the man- 
agement. ‘These committees include a committee on pro- 
cedure, on publicity and education, on hours, wages, and 
promotions, on buildings and facilities, on housing, on 
unemployment, on co-operative buying, and on health and 
safety.*8 


“Dennison Employees’ Co-operative Plan, 1920, p. 5. 
“ Ibid., p. 6. 
* Constitution and By-laws, Dennison Employees’ Co-operative Plan, 
1921, pp. 13-14. 
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Recommendations made by the management or by the 
general works committee follow a definite procedure. 
They are first referred to the proper conference com- 
mittee for suggestions and possible revisions. Then the 
revised recommendations are submitted to the manage- 
ment and the general works committee for approval. The 
favorable consideration of both of these bodies is neces- 
sary before a recommendation is put into effect. If either 
body fails to approve a recommendation, it is sent back to 
the conference committee for revision. Grievances are 
first brought to the attention of foremen. In case no 
satisfactory adjustment is made, the matter is referred to 
the divisional representative who confers with the divi- 
sional superintendent. If again no settlement is reached, 
the matter is appealed to the central committee which 
reviews the whole question. The issue may be referred 
from this body directly to the management and if no 
agreement is reached, arbitration is arranged by the cen- 
tral committee and the management. 

This plan obviously is more comprehensive than those 
shop committee systems which provide merely for the ad- 
justment of grievances. Constructive legislative functions 
are provided for, as well as mediative and judicial func- 
tions. Very few concerns have carried the principle of 
joint administration as far as this. 


CHAPTER XVII 
COLLECTIVE AGREEMENTS 


The Whitley System 


The two chief points of distinction of the Whitley 
system of joint administration are: first, that whole indus- 
tries are interrelated through the creation of a hierarchy 
of joint boards beginning with the shop committees and 
works councils, and proceeding into district councils and 
finally into national councils; and second, that the power 
and machinery of the trades unions are utilized.1 The 
system was created for the purpose of providing ma- 
chinery which would furnish a means for the equable 
adjustment of the serious labor controversies which 
existed during the war, and also to “build up an organiza- 
tion that would be capable of settling amicably the critical 
questions which were certain to come with the reconstruc- 
tion period.” ? 

Workers and management are equally represented on 
the national councils, the district councils, works councils, 
and shop committees. In each industry the national coun- 
cil has control of fixing the wage scale and hours of labor 
for that industry. Less important questions such as wel- 
fare work, working conditions, adjustment of piece rates, 
etc., are left to the works councils and shop committees. 

The shop committees may be divided into two groups : 
those whose range of functions is special, «nd those whose 
range of functions is general. In the first type the com- 


* Joint Industrial Councils in Great Britain, Bulletin 255, UL Seeae- 
partment of Labor, Bureau of Labor Statistics, p. 7. 
? Law and Labor, March, 1920, P. 77. 
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mittee is concerned with one particular thing, such as a 
system of bonus or a method of profit-sharing.* Such a 
committee is not prevented, however, from dealing inci- 
dentally with other matters. The second type of com- 
mittee deals with general industrial conditions of the 
works from the very start. The following functions are 
typical : 

1. Consideration of grievanees reported by workmen, with 
power to lay such questions before the management 
for discussion. 

2. Consideration of complaints concerning wage rates which 
concern individuals. 

3. Questions of health and safety. 

4. Power to consult with the management on the inter- 
pretation of awards, orders and circulars. 

5. Consideration of working conditions in general.‘ 


Governmental Aid 

Public recognition of the movement is shown by the 
fact that an Industrial Council Division was established 
under the Ministry of Labor “for the purpose of giving 
assistance and information in forming councils and col- 
lecting information as to the results achieved by the 
councils.”® It is also indicative of the strength of the 
movement that up to July of 1919, 41 industries in Great 
Britain affecting approximately 214 million working 
people had adopted joint industrial councils.® 


Experience of Messrs. Cadbury and Company 
The Bournville Works of Messrs. Cadbury and Com- 
pany developed gradually a system of shop representation 


8 Bulletin 255, p. 76. 

4 [bid., ps 77. 

5 Monthly Labor Review, November, 1919, p. 226. 

6 Ibid., p. 227. In May, of 1919, 71 industries had made a start toward 
the formation of a council, and 35 had completed their organization and 
held their first meeting; by July of 1919, 41 industries had completed their 
organization. It appears, however, that only three industries—pottery, 
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as a phase of its welfare policy, and when the Whitley 
Committee was created by act of Parliament during the 
war, the scheme of joint administration already formed 
was adapted to meet the requirements of the new system. 
The motto of the Bournville plan is that “the first duty of 
a shop committee shall be to encourage and establish good 
relations between workers and management.” Trades 
unions are represented in the works and membership in a 
trades organization is regarded as desirable. 

The Men’s Works Committee and the Girls’ Works 
Committee were organized in 1905. Subcommittees were 
established and the whole system was designed to make 
available the knowledge of the firm as a whole and to 
bring this collective experience to bear upon any point of 
detail or difficulty when required.1 The Men’s Works 
Committee was composed of ten members, eight of whom 
were appointed by the board of directors, while two were 
elected by the foremen. At first the functions of the 
committee were largely restricted to social and welfare 
arrangements, but in time the scope of activity widened to 
include supervision of processes of manufacture, responsi- 
bility for output, and various other activities. There were 
four standing subcommittees which dealt with works holi- 
days, accidents, garden allotments, and sick benefits. 

The Girls’ Works Committee was likewise composed 
of ten members. Two were chosen by the forewomen, 
one member was appointed by the Men’s Works Com- 
mittee, and the remainder, including the lady doctor, were 
appointed by the board of directors. Suggestions for 
improvements, complaints, cases of distress, and the work 
of inspection were undertaken by the committee. These 


rubber, and matches—have effected a complete organization under the Whit- 
ley plan; that is, have organized national councils, district councils, and 
works committees, (Monthly Labor Review, November, 1919, p. 236.) 
7 E. Cadbury, Experiments in Industrial Organization, Pp.) 20%. ; 
* Ibid., p, 209. 
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suggestions were valued and prizes awarded according to 
the savings in time, labor, and materials which resulted 
from putting the suggestions into practice. 


Adjustment to the Whitley System 


Out of these arrangements a new scheme adapted to 
the system of Whitley councils has evolved. The new 
plan provides for a works council, shop committees, and 
group committees. The works council is composed of six- 
teen members, eight representatives of the firm, and eight 
representatives of the workers. This body undertakes 
such action as may be arranged between it and the board 
of directors, and has powers of final action in matters 
which have been delegated to it by the board. 

There is a shop committee for each shop or depart- 
ment under a departmental manager or foreman. One 
delegate is elected for every ten workers, but there is a 
maximum of twelve and a minimum of three. In no case 
does the number of company representatives exceed one- 
half of the number of workers’ representatives, except 
when there are only three workers’ committeemen in 
which case there may be two foremen serving as delegates 
of the management. 

The functions of the shop committees are executive 
and advisory. The executive functions cover matters 
within the authority of the departmental manager or fore- 
man provided the latter concurs, together with cases in- 
volving the delegation of power by the works council to 
a shop committee. The advisory functions are in the 
nature of recommendations to the works council and 
cover matters beyond the authority of the departmental 
manager or foreman, together with matters within the 
latter’s authority but which he is not prepared to approve. 

The following considerations are emphasized in prac- 
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tice: health of employees, time-keeping and discipline, 
shop cleanliness, investigation of grievances, prevention 
of waste, education, observance of trade union rules, and 
wage adjustments. In addition there are eight group 
committees which deal with matters referred to them by 
the council and shop committees. These committees “act 
as a means of affording workmen’s representatives on the 
council an opportunity of discussing with the members of 
the shop committee matters which are required to be 
brought before the council so as to obtain the necessary 
information ; also to enable these representatives to convey 
information or instruction from the council to the shop 
committees.” ® In this way an intra-factory organization 
serves constructively as the machinery of negotiation be- 
tween the management on the one hand and the trades 
unions on the other hand, at the same time mobilizing the 
entire working staff for the good of the business as a 
whole. 


Lines of Future Development 


The spread of the shop committee movement in Eng- 
land furnished the chief impetus to the movement in 
America.t° The compulsory system of works councils 
introduced in Germany and Australia were likewise urged 
by English experience. These laws also recognize and are 
based upon the existing machinery and power of the labor 


sentation plans in operation in this country. (Research Report No 
National Industrial Conference Board, p. 1.) : Pe: 
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organizations.‘ Since most American schemes of co- 
operative government in industry are strictly intra-factory 
organizations having no recognized relation to the trade 
unions, the imputation that such schemes are union-smash- 
ing devices needs to be completely avoided.’? The alter- 
native involves a risk which would undoubtedly result in 
the complete failure of the movement. Accordingly, defi- 
nite lines of policy guaranteeing the independence and 
existing status of the labor organizations on the one hand, 
and the power of employers’ association on the other hand, 
need to be worked out. The effort to set forth such lines 
of policy as will ensure the growth of the movement has 
been made by Mr. Stoddard in stating substantially the 
following principles: 


1. Recognition of the right of employees to organize into 
trade unions and of employers into associations. 

2. The right of employees to seek recognition and of em- 
ployers to accord or refuse it. 

3. The joint right of employers and employees to organize 
shop committees without discrimination or interfer- 
ence on the part of trade unions or other organizations. 

4. The guaranty to each of the two parties concerned of 
independence of thought and action so that “joint effort 
shall be truly representative of the best endeavors of 
eachya= 


11 For a summary of reports of factory inspectors on the operation of 
German Works Councils, see Monthly Labor Review for February, 1922, 
pp. 10-12. It is pointed out that works councils have operated most suc- 
cessfully in establishments where both sides showed “good-will and an 
honest desire for successful co-operation” (p. 11). The councils are en- 
tirely controlled by the trade unions, and in the event of disputes, both 
sides are generally guided by their respective organizations (p. 10). 

#2 This is shown by a paper read by Mr. Matthew Woll, vice-president 
of the American Federation of Labor, at the Eighth Annual Safety Con- 
gress, held in Cleveland, October, 1919. Employees’ representation plans 
were denounced as “company unions,” and likely to be an obstacle to 
progress toward real industrial democracy. He urged the necessity for 
union recognition, trade agreements, and complete organization of all em- 
ployees in the trade unions. (Monthly Labor Review, November, 1919, pp. 
235, 236.) For a detailed description of this view, see the Proceedings of 
the Thirty-eighth Annual Convention of the American Federation of bor 
(1918), pp. 85, 329, 330. : “ 

18 Stoddard, Labor and the Shop Committee, Industrial Management, 
September, 1919, p. 220. 
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The development of the movement along lines such as 
these would in time build up a body of industrial practice, 
perhaps even an industrial constitutionalism, offering to 
the worker guaranties of economic security and to the em- 
ployer and public guaranties against industrial hostilities, 
interrupted production, and inefficiencies of operations 
and production which result from the present-day 
antagonism, 


Joint Boards in the Clothing Industry 


The joint boards of control that have been established 
in the various markets of the clothing industry in this 
country represent combined efforts of employees and em- 
ployers to follow the lines of policy set forth in the pre- 
ceding paragraph. As has been suggested, these boards 
of co-operative management have slowly built up a cumu- 
lative body of industrial practice relative to the joint 
fixation of wage schedules, hours of work, shop condi- 
tions, adjustment of grievances, and compulsory arbitra- 
tion of disputes which bids fair to develop into the kind 
of industrial constitutionalism which has been indicated 
above. 

Agreements between labor organizations and interested 
employers providing for such joint boards are entirely 
voluntary. Herein lies the assurance that the arrange- 
ments are built firmly upon a recognized community of 
interests; they represent movements from within which 
may be relied upon to follow their own laws of develop- 
ment. The joint councils so created are given an authority 
which is thoroughly respected by both parties—a respect 
not based primarily upon a threat of force but rather upon 
a mutual confidence in the plan and gradually evolved 
habits of obedience to contract law. 
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Agreement between B. Kuppenheimer and Company 
and the A. C. W. 

A recent agreement entered into between B. Kuppen- 
heimer and Company, of Chicago, and the Amalgamated 
Clothing Workers of America covering the period from 
May 1, 1922, to April 30, 1925, furnishes a typical ex- 
ample.** In the preamble to this contract the fundamental 
policy and purpose is clearly expressed. It reads thus: 

On the part of the employer it is the expectation and inten- 
tion that this agreement will result in the establishment and 
maintenance of a high order of discipline and efficiency by the 
willing co-operation of union and workers; that by the exercise 
of this discipline all stoppages and interruptions will cease; that 
good standards of workmanship and conduct will be maintained 
and a proper quantity, quality and cost of production will be as- 
sured; that co-operation and good-will will be established between 
the parties hereto. 

On the part of the union it is the intention and expectation 
that this agreement will operate in such a way as to maintain 
and strengthen its organization so that it may be strong enough 
to co-operate, as contemplated in this agreement, and to com- 
mand the respect of the employer; that it will have recourse 
to a tribunal in the creation of which its vote will, have equal 
weight with that of the employer, in which all of its grievances 
may be heard and adjudicated. 


Legislative, judicial, and executive functions are pro- 
vided for in the agreement ; these are vested in five bodies: 
a joint conference equally representative of organized 
workers as of employers, a joint price committee, a com- 
mittee or committees for the adjustment of grievances, a 
trade board, and a board of arbitration. 

The function of the joint conference is legislative. Its 
purpose is to draw up or amend the terms of an agree- 
ment. Only men of wide experience and training qualify 
for membership in this committee; labor managers are 
usually called upon to represent the management, while 


14 A copy of this agreement has been. made available through the kind- 
ness of Dr. A. J. Todd, labor manager of B. Kuppenheimer and Company. 
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union delegates represent the workers. Such men as 
Dr. Earl Dean Howard, Dr. W. E. Hotchkiss, Dr. A. Je 
Todd representing the employers, and ‘Mr. Sidney Hillman 
representing the workers, have been prominent in this 
work, 

The function of the price committee is to fix piece- 
work wage rates by collective bargaining. A qualified 
representative of the union together with the labor man- 
ager or other representative of the management constitute 
the personnel of this committee. Whenever a need arises 
to place a task upon a piece-work basis or to change an 
existing rate, the matter is referred to the price committee 
whose duty it is to fix the rate. If this committee cannot 
agree the question is turned over to the trade board for 
adjustment. 

Adjustment of grievances is the work of the third 
committee provided for in the agreement. Each of the 
two parties to the contract designates one or more author- 
ized representatives who are given power to investigate, 
mediate, and adjust complaints. Whenever this committee 
fails to reach a decision the question is referred to the 
trade board. This board consists of a chairman who is 
the mutual choice of the two interested parties together 
with an equal number of representatives of the two 
parties ; the latter are not to exceed five for each side and 
are chosen as occasion may arise. The decision of this 
board is final unless it is appealed to the board of 
arbitration. : 

This board of arbitration, the last of the five com- 
mittees mentioned, consists of a chairman who is the 
mutual choice of workers and employer, and two addi- 
tional members to be appointed in case the issues which 
arise are deemed by the parties to the agreement to require 
the enlargement of the board. It is the function of this 
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body not only to hear appeals from the trade board, but 
also to interpret and apply the agreement, though not to 
add to its terms. The salaries of the chairmen of the 
trade board and the board of arbitration are borne jointly 
by the employer and the labor union. 

Such is the administrative and judicial machinery out- 
lined in the agreement. 


Miscellaneous Provisions 

Other provisions included in the contract are the estab- 
lishment of a 44-hour week, the recognition of the prefer- 
ential shop which gives favor to the union in hiring and 
discharge, the equal division of work among all employees 
during slack season and the absolute prohibition of strikes 
and lock-outs. The management reserves the right of 
discharge, but the union may question any particular exer- 
cise of the right and refer the matter to the trade board 
for settlement. If either party is convinced that a change 
of wage standards is warranted, due, it may be, to in- 
creases or decreases in the cost of living, notice is given to 
the other party and a joint conference is called to consider 
the question. In case an agreement cannot be reached the 
matter is referred to the board of arbitration in the reg- 
ular way, unless workers’ representatives and employer 
agree upon some other method, and whatever wage is so 
agreed upon becomes effective and binding upon both 
parties for one year. 


Governmental Functions 

It has been pointed out that provision is made for the 
three traditional sets of governmental functions: legisla- 
tive, judicial, and executive. Legislative functions are 
vested in the joint conference which is given the power 
to draw up the terms of the agreement and to amend exist- 
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ing terms. Judicial functions are vested in the trade 
board, an inferior court, and the board of arbitration, a 
superior court. Executive functions are exercised by the 
union deputies and the labor manager or other authorized 
representative of the management whose business it is to 
meet daily as price committees or as committees for the 
adjustment of grievances. Inasmuch as these councils 
serve to administer effectively the judgments of the courts, 
these functions may be regarded as executive.® The 
above-named bodies are also mediative in character, since 
they adjust a great number of minor conflicts which would 
otherwise have to be taken up by the trade board or board 
of arbitration. 


Hart, Schaffner and Marx, and the U. G. W. 


This method of co-operative administration of industry 
has its origin in an agreement entered into by the firm of 
Hart, Schaffner and Marx and the United Garment 
Workers of America on January 14, 1911, the date which 
marked the end of a strike of four months’ duration dur- 
ing which a majority of the employees were absent from 
their places.1° Like the system of joint representation 
established by the Standard Oil Company in Colorado, 
and the protocol in the cloak, suit, and skirt industry in 
New York which provided for an industrial court, the 
labor agreement of Hart, Schaffner and Marx grew out of 
a long and bitter strike, “severe enough on both sides to 
confirm the parties thereto that the old system was 
intolerable.” 

The agreement arranged for the appointment of an 
arbitration committee consisting of three members, one 


#* A, J. Todd, Vers un Gouvernement constitutionnel dans I’Industry, 
Extrait de la Revue de I’Institut de Sociologie, November, 1921, p. 8. 

**E. D. Howard, The Hart, Schaffner and Marx Labor Agreement, 
P. 42. 
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selected by the striking employees, a second by the firm, 
the third to be mutually agreed upon by the two appointees 
of the parties concerned. The two men chosen could not 
agree upon a third member, but it was found that all mat- 
ters presented could be settled by mutual consent without 
the service of an impartial chairman. An agreement 
under date of March 13, 1911, signed by the two members 
of the board of arbitration, provided for the establishment 
of restrooms, shop ventilation, wage scales, the equal divi- 
sion of work among all hands as near as practicable during 
slack season, and the adjustment of all grievances by the 
board of arbitration. 

While a very great number of grievances were ad- 
justed by the board, experience showed that the speedy 
and proper settlement of all questions required a com- 
mittee having more technical knowledge and practical 
experience. Accordingly a joint conference was called in 
April, 1912. An agreement was drawn up arranging for 
the organization of a trade board—the first council of its 
kind—which enjoyed power to sit as a court of original 
hearing in all grievances and to make such scales and regu- 
lations as the conference considered proper. 

The trade board was composed of eleven members, 
practical men in the trade so far as possible, and all em- 
ployees of the corporation with the exception of the chair- 
man. Five members were appointed by the management 
and five by the employees, the ten so chosen being respon- 
sible for the selection of a neutral chairman. Provision 
was made for the appointment of deputies—shop dele- 
gates representing both sides—who were called upon by 
the trade board to make thorough investigation of the 
facts pertaining to any question of grievance or dispute, 
and to adjust such differences without reference to the 
trade board whenever possible. The functional differen- 
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tiation represented herewith made the trade board more 
particularly a judicial body. At the same time the appoint- 
ment of chief deputies, one for either side, paved the way 
for the differentiation of executive functions and the 
appointment of a labor manager responsible to the 
corporation. 

The board of arbitration, provided for in the original 
agreement, now served as a higher court of appeal. Either 
party was given the privilege of appealing any decision of 
the trade board to the board of arbitration. Thus it is 
clear at this point that the main lines of development were 
already distinguished. Up to January I, 1914, fourteen 
cases were appealed by the trade board to the board of 
arbitration. These cases presented difficulties so great 
that common agreements were not reached and the board 
was compelled to choose an impartial chairman, thus for 
the first time forming a complete board as originally 
planned. Toward the close of the period of agreement 
the question of the closed shop arose. For a time the 
peaceable method of adjustment appeared in danger of 
rupture, but a compromise solution was reached in the 
acceptance of the preferential shop. 


The First Three-Year Agreement 


On May 1, 1913, a three-year agreement was settled 
upon. The main lines of the preceding agreement pro- 
viding for a trade board, a board of arbitration, and shop 
deputies were again accepted. The powers of the board 
of arbitration were enlarged to make possible the read- 
justment of wage schedules and hours of work whenever 
a permanent change in the market appeared to develop in 
regard to these matters. The Principle of union prefer- 
ence was again accepted; the 52-hour week and a new 
wage scale were put into force. 
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A second three-year agreement was drawn up and 
became effective on May 1, 1916, a third in 1919, and the 
present agreement in 1922. The main provisions of these 
agreements are identical and have already been described. 
The emergency clause first set forth in the 1913 agreement 
was carried over into the following agreements. Under 
the terms of this clause, a demand for increased wages 
was made by the Amalgamated Clothing Workers of 
America in 1919. The question was thoroughly dis- 
cussed by the board and in conference, with the result 
that wage awards were allowed the workers beginning 
December 15, 1919, as follows: an increase of 20% to 
workers receiving less than $30 per week; an increase of 
$6 per week for workers receiving from $30 to $49.99 
per week; and an increase of 5% to workers receiving 
$50 or more per week.?” 

Accords similar to those established in the Chicago 
market have been reached in Rochester, New York, Balti- 
more, Boston, Cleveland, Indianapolis, Montreal, and 
Toronto, but the highest development of these agreements 
has been attained in the Chicago market."8 


Development of Collective Agreements 


The evolution of these collective agreements has in 
general paralleled the growth and strengthening of labor 
organizations among the clothing workers; the gradual 
reduction of hours of work to the 44-hour week is an out- 
standing indication of this fact. The United Garment 
Workers were largely reorganized in 1914 under the 
direction of Mr. Sidney Hillman in a wider organization 
of a different type known as the Amalgamated Clothing 
Workers of America, which now controls practically all 
of the men’s clothing workers in the United States and 
ast py D. Howard, op. cit., p. 62. No LOdd, op. ci), pes. 
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Canada.*® It is an organization of the industrial type in 
contradistinction to the more traditional type of craft 
union, and lends itself better to concentration of power 
and the mobilization of the entire labor force in a single 
industry. Moreover, this type of organization is pre- 
ferred by the employer for the reason that the greatest 
difficulties under the terms of the agreement have arisen 
out of the fact that some of the groups within the union 
have been dominated by the idea of craft organization 
and have tried to operate along craft lines, sometimes in 
defiance of the general body of the union.2° The Amal- 
gamated Clothing Workers’ union has entered into agree- 
ments, very much like those described, with most of the 
important houses in the Rochester and Baltimore markets. 
These agreements have been in force for a period of three 
years and have been renewed for a further period of the 
same length. 


Employers’ Organization 

The gradual development of workers’ organization has 
called for combined action of employers. Accordingly in 
1919 the National Industrial Federation of Clothing 
Manufacturers was organized representing the Chicago, 
Baltimore, and Rochester markets. The work of this 
organization is administered by an executive director, Dr. 
W. E. Hotchkiss, whose business it is to consider issues 
which involve the several markets, to keep in touch with 
local conditions, and to give advice to local employers in 
matters which cover the collective interest of the several 
markets. Thus it appears that a system of industrial 
government, representative in character and on a national 


7° M. D. Savage, Industrial Unionism in America, pp. 207-209. 

20 W. E. Hotchkiss, Collective Agreements in the Men’s Clothing In- 
dustry, Annals of the American Academy of Political and Social Science, 
September, 1922, pp. 29, 30. 
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basis, somewhat similar to the Whitley system, is in 
process of development. 


Guaranties for the Public 

As in the Whitley system of joint councils, no pro- 
vision is made for active public interest in the deliberations 
of the councils. The question is frequently raised: What 
guaranty does the public have in such a scheme as this 
against a labor-capital conspiracy at the expense of the 
consumer, such as existed, for example, in the building 
trades during the war and served to elevate the cost of 
building to a prohibitive level so far as the great mass of 
prospective builders were concerned? A general boycott 
on the part of a consuming public by way of protest 
against exorbitant prices can never be effective so long as 
purchasers are no better organized than they are today. 

Regarding the joint boards in the clothing industry, 
the best guaranties possessed by the public, writes Dr. 
A. J. Todd, lie in the character of the labor manager and 
particularly in the impartial chairmen of the judicial 
boards.2 It is pointed out by this author that many of 
these officials are university professors accustomed to look 
at problems from all possible angles of approach. They 
are, moreover, specialists in the social sciences and there- 
fore cannot avoid looking at every industry as a public 
service. The public itself must learn to appreciate the 
precise nature of the risk assumed and then take such 
steps in the direction of effective organization as may be 
necessary to safeguard its interests. 

Federal arbitration, governmental price-fixing boards, 
consumers’ boycotts, and anti-profiteering laws are con- 
sidered to be very clumsy devices.” The most efficient 
protection of the public consists in an arrangement which 


21 A, J. Todd, op. cit., p. 19. 22 Tbid., p. 19. 
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removes industrial friction, guarantees continuous pro- 
duction at a reasonable cost, encourages the formation of 
a spirit of co-operation and a sentiment of responsibility 
among the workers, and offers at the same time a product 
of high quality manufactured under sanitary working con- 
ditions without either exploiting the workers or stifling 
incentive to free managerial direction of industry.?4 


Progressive Standards 


The criticism sometimes made of the Whitley system 
that it fails to give explicit recognition that standards of 
work and wages must be progressive has no application to 
the present agreements in the clothing industry in view of 
the emergency clause relating to wages and hours of work 
which makes provision for progressive readjustments.24 
A study of both wages and hours in the clothing industry 
reveals clearly that such progressive development of stand- 
ards has actually taken place. Hours of work in the 
Chicago market have been reduced from 54 per week in 
1913, to 44 hours per week in 1922; the salary index rose 
from 100 in 1913, to 315 in March of 1920, while during 
the same period the index for wholesale prices of men’s 
garments rose to 253, and the retail price index to 200.75 


Legal Technicalities 


A third difficulty of the collective agreements requires 
explanation. The slowly increasing but cumulative body 
of precedents fixed by the decisions of the judicial bodies 
tend to become the guiding standards for the settlement of 
all grievances and disputes. The fear on the part of em- 
ployers and employees that certain questions will lead to 
the establishment of dangerous precedents presses both 
ieee PP. 19, 20. 

For a criticism of the Whitley report along this and other lines, 


see Ordway Tead, New Republic, February 8, 19109. 
75 E. D. Howard, op. ctt., p. 54; A. J. Todd, op. c., p. rx, 
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parties to examine all facts very carefully. At the same 
time the tendency to ignore the essentially human elements 
of all problems because of a growing emphasis upon legal- 
istic method and cumbersome technicalities appears to 
have been felt keenly by employers and employees when 
the last agreements were drawn up. Both sides were in 
complete accord in trying to discourage the solution of 
problems on the basis of precedent.2® Dr. Hotchkiss 
writes as follows: “Whenever possible, the agreement is 
expressed in terms calculated to discourage this tendency, 
and the principal representatives of both sides are under- 
taking to emphasize among their associates the necessity 
of solving problems as they arise instead of conducting 
litigation dominated by past precedents or the fear of 
creating new ones.” ?? 

The effect of this policy will be to conserve the achieve- 
ments that have been realized up to date, since it allows 
for the operation in full force of existing market condi- 
tions and the bargaining strength of both sides. An 
opposite policy would probably lay the foundation for 
more or less violent upheaval in time to come. A body of 
law possessing much theoretical excellence but lacking in 
capacity to solve the problems as they arise would require, 
sooner or later, drastic revision if not complete nullifica- 
tion. This danger has been averted in the recent agree- 
ments not only by discouraging the use of precedents, but 
also by the introduction of a clause mildly restricting the 
scope of arbitration and by placing larger responsibilities 
upon the representatives of both parties.”* 


Conclusions 
The foregoing considerations make it evident that the 
28 W. E Hotchkiss, op cit., p. 31. 


2 Thid.; Pp. 3%. 
28 Tbid., p. 33 
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co-operative management movement in the clothing in- 
dustry has brought results to workers and to employers 
which will operate strongly to prevent a return to the use 
of direct action and the resumption of open hostilities, 
however imminent a reversion may appear to be at times. 
From the standpoint of the employee there are the facts 
concerning hours, wages, and working conditions; from 
the standpoint of the employer the competition between 
the different markets is sufficiently keen to guarantee the 
continuance of a favorable attitude toward the method 
which maintains continuous production and avoids ob- 
structive tactics on the part of the union. The movement 
has made a strong beginning and bids fair to exert a far- 
reaching influence, although as yet it has not been ex- 
tended to include all of the clothing markets, let alone 
other industries. It is probably the most promising of all 
of the various methods of representative government in 
industry that have arisen in this country in recent years. 

In view of the data presented in the preceding chap- 
ters, it is concluded that considerable progress has been 
made in the direction of functionalizing from a business 
point of view a great variety of employers’ welfare activi- 
ties. This progress has been carried in some instances 
beyond the experimental stage. In many instances, how- 
ever, the work has not yet emerged from this stage, and it 
has seemed important, therefore, to emphasize positive 
results from the economic standpoint. 

It is true in many cases that employers do not know 
the cost of the welfare practice they have inaugurated. 
“In the majority of cases, even with a well-organized 
department, no separate record of the expenditures is 
kept, and in those establishments which are able to give 
the amounts expended, there is so much diversity in the 
forms of welfare work for which the figures are given 
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that it is difficult to make a comparison or arrive at very 
definite conclusions as to the outlay which might be con- 
sidered to be a reasonable one.” 2° Records of definite 
gains and savings resulting from employers’ welfare work 
are at least as rare as records of expense. In view of this 
situation there can be no doubt that the most significant 
body of data bearing upon the problem at the present time 
is that which points out the relation between cost and re- 
sults of the work. The task is one of functionalization 
the result of which will be selection for survival of favor- 
able welfare activities and selection for extinction of the 
unfavorable ones. 

But the problem is more than a question of business 
accountancy; in its broader aspects it is also a problem of 
social accountancy. This has been brought out in the 
classification of welfare activities from the workers’ stand- 
point. One division of welfare arrangements may be 
interpreted as improving the standard of living of the 
worker; a second includes activities which stabilize the 
standard of living; a third consists of guaranties of health 
and physical fitness. How may these gains be measured? 
How may the social costs of malnutrition, fatigue, and de- 
vitalization be determined? And having counted the cost 
and measured the gains as well as may be in terms of 
longevity, the standard of living, mortality rates, the 
prevalence of disease, defectiveness, poverty and crime, 
can we atrive at conclusions in respect to the socially de- 
sirable standards of employment and generalize them by 
means of legislation? 

Suffice it to say at this point that so far as welfare 
work can be functionalized, the force of competition is 
bound to do what legislation could hardly begin to achieve 
in the way of weeding out inefficient and parasitic organ- 


29 Bulletin 250, p. 118. 
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izations and setting up higher standards regarding work- 
ing conditions, wages, and hours. The socially desirable 
standards cannot be generalized through legislation until 
they have been functionalized as a result of experimental 
welfare work. 


CHAPTER XVIII 
WELFARE WORK AND THE BUSINESS CYCLE 


Relation to a Rising Labor Market 


When businesses are forging ahead and prices are 
rising as a result of expanding markets, the supply of 
labor is always low as compared to the demand. Em- 
ployers are forced to compete with each other for their 
necessary labor, a condition which stimulates the use of 
all sorts of devices designed to attract and hold a desirable 
grade of worker. It is to be expected, therefore, that at 
such a time welfare activities multiply by leaps and 
bounds. Employers offer inducements, such as higher 
wages and attractive conditions of work and living, which 
exceed the actual demands of the market. 

No detailed proof is required to show that the reduc- 
tion of labor turnover, of absenteeism, and the induce- 
ment of loyalty is actually worth more to the owners of a 
business under the assumed conditions than would be the 
case on a falling labor market. Accordingly, since em- 
ployers hardly find it possible to determine accurately 
the minimum requirements necessary to bring forth the 
desired increase in labor force, they think rather in terms 
of maximum inducements and are inclined to “play safe” 
by offering the very best possible conditions of work 
under the circumstances. The net result is an inordinate 
extension of employers’ welfare activities, resulting in an 
increased staff of employment clerks and welfare workers, 
elaborate plans for health and housing, for vocational 
education, for recreation, and every kind of welfare work, 
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A tendency develops toward “fancy overhead,” or a cost- 
plus basis of business finance. 


Relation to_a Falling Labor Market 


But expansion of markets is only one phase of a 
rhythmic movement which finds its counterpart in con- 
traction of credits, retrenchment of capital, and a reaction 
toward a cost-minus basis of business finance. Expendi- 
tures are curtailed all along the line, and since labor is 
cheap and plentiful, the need for elaborate inducements 
intended to hold a desirable quantity and quality of labor 
appears to vanish into thin air, in fact does so vanish, 
especially in the case of the smaller businesses, most of 
which are verging on a condition of financial distress 
during depression periods. It is clear that the value 
of a welfare department measured in terms of reduction 
in production costs is considerably lowered. Where such 
a department is organized in relation to the demands of a 
rising labor market, it becomes an actual liability during 
a period of business depression; the reduction of per- 
sonnel force is a necessary result. 


Experience of American Firms 


Examples in illustration of the effects of the two move- 
ments thus briefly sketched upon employers’ welfare work 
are plentiful. The Kimberly Clarke Company, of Kim- 
berly, Wisconsin, for instance, increased its staff of 
employment clerks and welfare workers during the war. 
Recreational and educational activities were developed and 
extensive plans were laid out for the future growth of 
the personnel service of the firm. But when the business 
slump came, employment and welfare workers taken on 
during the war were not required to remain ; the splendid 
plans for extension of personnel service were pigeon- 
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holed, and welfare work was reduced to “strictly neces- 
sary” health work, clubs that moved of their own inde- 
pendent momentum, together with dining-rooms and a few 
other amenities of minor importance. The Sampson Trac- 
tor Company developed a personnel staff of thirty persons 
during the war; since the depression has set in the staff 
has been reduced to three persons. Some concerns, such 
as the Edison plant in New Jersey, scrapped entirely their 
personnel department. The Goodyear Industrial Uni- 
versity had to be discontinued with the slackened demand 
for the products of the Goodyear Tire and Rubber Com- 
pany, as well as many other welfare features. 

The House of B. Kuppenheimer and Company was 
on the point of opening a training school for new opera- 
tors when the market broke in May of 1920. A special 
building had been put up for this purpose, but the plan 
had to be abandoned and the school was turned into a 
small factory. Like many other establishments, this firm 
was obliged to reduce considerably the number of its em- 
ployment clerks. Other welfare activities such as the 
health service, lunch service, and most of the grievance 
work, have been maintained to the fullest. 

While the experience of businesses varied consider- 
ably from one industry to another as well as from one 
section of the country to another, it is a fair conclusion 
that all businesses were forced to retrench more or less. 
This retrenchment, it appears, took place chiefly in the 
recruiting and employment branches of the service. The 
larger corporations evidently suffered least. The Bureau 
of Safety, Sanitation and Welfare of the United States 
Steel Corporation, for example, maintained its work in- 
tact; yet here, too, there was a significant shift in 
emphasis. Mr. C. L. Close, manager of the bureau, writes 
as follows: “So far as the Steel Corporation is con- 
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cerned, this last depression did not interfere with activities 
in which this bureau is interested. In other words, those 
activities which have been established in the corporation 
companies were not discontinued, although we were care- 
ful all through the depression to see that our expenditures 
were more in the nature of assisting the families of em- 
ployees who were out of work.” Another large corpo- 
ration, the National Cash Register Company, did not 
radically reduce its welfare work. “Speaking for our 
company, we have not yet taken any backward steps in 
personal relations work,” writes Mr. J. Ahlers of the per- 
sonnel division of this firm.? 

The International Harvester Company, like many an- 
other business, was forced to suspend operations entirely 
as a result of the depression. The welfare work of the 
company was firmly established before the war, however, 
and is bound to develop still further under the direction of 
the manager of the recently created department of indus- 
trial relations. Mr. A. H. Young, manager of this de- 
partment, writes as follows: “The employment depart- 
ments at our various plants have all been retained. There 
has been no change in the employment policy and practice 
of the company as a result of the enforced curtailment 
of manufacturing programs. Neither has there been any 
deviation from a basic eight-hour day, overtime payments, 
and so forth. Naturally the employment Organizations at 
the various plants have been reduced in size to corre- 
spond with the decreased volume of business handled by 
the department.” * The works councils have continued 
to function more efficiently than in the past; their value 
was greatly enhanced when such problems arose as the 


1 Correspondence, 

2 Correspondence, 

= Quoted by W. L. Chenery, Personnel Relations Tested, The Survey, 
May 21, 1921, p. 237. 
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reduction of forces, reduction of wage rates, part-time 
employment, and urgent plant economies. Through the 
work of the employment division all employees previously 
laid off have been re-employed before taking on any new 
employees. The safety program of the company has not 
been restricted in any way and the medical and surgical 
staff has been retained practically intact Mr. Ordway 
Tead writes that there are firms right across the country 
in which personnel work was well established before the 
war and where curtailment was only temporary. And 
Dr. A. J. Todd, labor manager of the House of Kuppen- 
heimer, writes: “It is altogether likely that if the present 
little flurry of business stimulus proves to be at all per- 
manent and if we are in for a period of labor shortage 
and rising wages, we shall witness a corresponding 
strengthening of personnel departments.” ° 


Conclusions 
Several conclusions stand out at this point: 


1. Every business was required to curtail welfare activities 
more or less because of lack of orders. 

2. The smaller establishments were forced to make heavy 
retrenchments. 

3. Where there were mushroom growths of personnel serv- 
ice and welfare features during the war, the cuts and 

- revisions were drastic. 

4. In those companies where the work was well established 
or where it was carefully and intelligently developed 
during the war, or where there were dealings with 
recognized labor unions through industrial relations 
departments, the basic lines of organization have been 
maintained. 


Report of Investigation by “The Survey” 
The Survey sent out a questionnaire to a number of 


4 Correspondence, Mr. A. H. Young. 
5 Correspondence. 
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important corporations engaged in different industries and 
located in widely different parts of the United States.® 
These firms replied without exception that the work of 
employment management had been retained. The great 
majority declared that the reduction in the size of the 
employment department was proportional to the reduc- 
tion made in other divisions, and only four out of the 
twenty who replied reported that the cut in the employ- 
ment management force had been greater than that in the 
production department. A clear majority reported that 
“other varieties of welfare work had not been dispro- 
portionately curtailed because of the general retrench- 
ment,” and only two companies stated that they regarded 
employment management as less necessary during a season 
of depression than during a period of prosperity. 

Richard A. Feiss, of the Joseph and Feiss Company, 
reported an increase in the personnel of the employment 
management division, and Mr. Bunker, of the General 
Motors Corporation, called attention to the fact that the 
scientific reduction of working force during depression 
requires the services of trained experts, and that a per- 
sonnel division may render useful service during such a 
time by following up the records of competent workers 
for purposes of re-employment. While the group of busi- 
ness houses here reported is obviously a highly select one, 
there can be no doubt that the consensus is representative 
of all of the more fortunately situated firms that have 
made a distinct policy of welfare work. 

It is noteworthy that one distinct section of employers’ 
welfare activities has developed steadily right through the 
industrial depression; that is, the work of co-operative 
management. The number of works councils in the 
United States in August, 1919, was 225; in February, 
Taw L. Chenery, of. cit., p. 236. 
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1922, there were approximately 725 such organizations 
in operation in this country.” The increasing usefulness 
of these joint boards in matters pertaining to the hearing 
of complaints, the adjustment of grievances, the revision 
of wage schedules and hours of work, the co-operative 
management of collective economy dividends and profit- 
sharing systems, as well as welfare arrangements of all 
descriptions, makes it perfectly evident that welfare work 
as a distinct policy of management has received no irre- 
parable jolt as a result of the recent depression. 


Modern Tendencies 


The same conclusion is indicated by a number of other 
considerations. These include: 

1. The rapidly increasing number of personnel research 
bureaus. 

2. The increasing number of colleges and universities which 
teach courses on various phases of employers’ welfare 
work, 

3. The increasing attention given to questions of industrial 
relations by current periodicals and magazines. 

4. The growing emphasis placed upon the subject by engi- 
neers and experts in business finance. 


These considerations will be taken up in this order. 


Personnel Research Agencies 


By far the great majority of personnel research 
agencies are comparatively recent in origin. These or- 
ganizations include official bureaus, such as the various 
federal, state, and municipal agencies; and also non- 
official organizations, such as universities and colleges, 
societies, foundations, and associations.2 One of the most 


7 National Industrial Conference Board, Experience with Werks Coun- 
cils in the United States, Research Report "No. 50,’ May, 1922, p. 
. David Thompson, Personnel Research "Agencies, Bulletin 299, 
Uz. S. Department of Labor, Bureau of Labor Statistics. 
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significant single facts is the organization of the Per- 
sonnel Research Federation effected in Washington, D. C., 
on March 15, 1921. This society represents the first co- 
operative effort to bring about an exchange of research 
information relating to the personnel element in industry. 
The federation includes in its membership various, scien- 
tific, engineering, labor, management, and educational 
bodies. Mr. R. M. Yerkes, the temporary chairman of 
the federation, points out the growing need for personnel 
research, regardless of prevailing economic conditions of 
depression or prosperity, in stating the main problem in- 
volved as a question whether “the industrial system and its 
products shall be treated as ends or as means to human 
welfare.” ® 

Equally indicative of the main trend of development 
is the fact that the old Industrial Relations Association of 
America, which went out of existence a little less than a 
year ago, has been reorganized and combined with the 
National Association of Corporation Schools in a new 
organization of personnel workers on a national scale. 


Evidences of General Interest 


The introduction of courses in universities, colleges, 
and schools of business, dealing with the problems of 
personnel relationships, is a strong and growing move- 
ment. There are courses entitled “Personnel Administra- 
tion,” “Industrial Relations,” ‘Personnel Relations,” 
“Employers’ Welfare Work,” and “Employment Manage- 
ment’ in many of the leading schools for higher educa- 
tion in the country. Professor D. D. Lescohier, of the 
Department of Economics of the University of Wiscon- 
sin, who has charge of the courses in Personnel Relations 


®°R. M. Yerkes, What Is Personnel Research? Monthly Labor Review, 
January, 1922, p. 11. 


WELFARE WORK AND BUSINESS CYCLE _ 267 


in this institution, states that he is finding no difficulty in 
locating business opportunities for the increasing numbers 
of students who are interested in this work. 

Increasing attention is given to questions of industrial 
relations by current periodicals and magazines, both tech- 
nical and general, and the number of books dealing with 
the subject is growing rapidly. 

Finally, there is the growing emphasis of engineers 
and experts in business finance upon this same subject. 
Babson’s labor letter of October 3, 1922, urges employers 
to develop activities in the field of personnel relations. 
Mr. Ordway Tead writes that there is every indication of 
a considerable revival. Mr. Herbert Hoover declares that 
the second largest area of waste in productivity is the 
“eternal amount of labor friction, strikes, and lockouts,” 
and states that the solution of the problem lies in a reor- 
ganization of the whole employment relationship. Mean- 
while the financiers, like Mr. Elbert Gary, are doing their 
bit by continually reiterating that “welfare work pays.” 

These are the larger straws pointing out with no un- 
certainty the present movement of the tide. 


CHAPTER XIX 


SUMMARY OF CONCLUSIONS 


* 


Motives 


Attitudes toward employers’ welfare work have been 
found to range all the way from intensely enthusiastic 
support to unmitigated hostility and even contempt, a fact 
which is due to the great variety of motives of employers 
who have introduced welfare arrangements in their fac- 
tories. These motives include the desire: 


To increase productive efficiency. 

To reduce the labor turnover. 

To attract a desirable grade of labor. 

To advertise the business concerned. 

To reduce strikes and labor difficulties. 

To lull workers into a feeling of contentment with con- 

ditions which would otherwise be vigorously protested. 

7. To provide palliatives for low wages. 

8. To avert state regulation by furnishing an argument that 
it is not needed. 

9g. To disrupt the discipline of unionized labor. 

10. To reduce taxes on profits by artificially inflating costs. 

11. To benefit humanity, growing out of a “socialized con- 
science” or a sense of social obligation. 

12, To benefit the workers which again may be the product 

of a sense of duty, a “socialized conscience,” or per- 

haps a medieval belief that “good works” guarantee 

the future welfare of the soul. : 


NEB SS TS fon 


Terminology 


This incongruous medley of motives not only explains 
the great variety of reactions to welfare work, but also 
accounts for confused thinking regarding the meaning of 
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the term and points to the need of definition. Employers’ 
welfare work, accordingly, has been defined as voluntary 
effort of the employer, in excess of the requirements of 
law, of the market, or of custom, directed toward the 
improvement of employment practices respecting working 
conditions, hours of work and wages, together with the 
general conditions of community life of the workers. 

This definition of the term is more in accord with 
European connotation than with American usage. Just 
what American usage is would be very difficult to state, 
but in general it is usually identified primarily with the 
“good of the workers,” a paternal policy, or a sense of 
social duty. The view is held that, where a policy of wel- 
fare work is being carried out, business considerations are 
necessarily of secondary importance since “welfare” is 
understood to be tantamount to philanthropy. The con- 
scious effort that is being made by some writers to evade 
the inevitable conclusion that business considerations are 
of primary importance to the business man, explains the 
growing preference for such terms as “labor supervision,” 
“employment management,” and “personnel administra- 
tion,” in spite of the fact that these terms do not carry the 
special meaning which has been associated with the term 
“employers’ welfare work” from the very beginning of 
this study, that is, voluntary effort in excess of necessary 
requirements. 

The terms “personnel administration,” “employment 
management,” etc., cover a broader field of activity since 
they must be understood to include a great deal of work 
which cannot be interpreted as exceeding the requirements 
of the market, of law, or of custom. Moreover, the social 
function of employers’ welfare work in the present as in 
the past is ample justification for continued use of the 


term. 
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The Exploitive Margin 

The problem of determining a rational attitude toward 
employers’ welfare practice is very much simplified by 
the existence of an exploitive margin of welfare work. 
This margin is bounded on the one side by current em- 
ployment practice, and on the other side by such employ- 
ment policy as promotes the highest productive efficiency. 
Such a margin is present now and existed as well during 
the period of manorial and town economy and during the 
period of national economy. 

So long as the existence of such a margin can be 
demonstrated, employers’ welfare work may be inter- 
preted from the standpoint of business policy regardless 
of avowed attitudes and motives of employers. All mo- 
tives may be reduced to one, namely, the desire to promote 
the highest possible efficiency of production. The his- 
torical importance of employers’ welfare work cannot be 
accounted for except on the ground of the existence of 
an exploitive margin. 


Large and Small Producers 


But it is not to be assumed that this margin is of equal 
width for all employers. No single conclusion is more 
evident than that the large-scale producers have something 
of a monopoly over the advantages to be gained by 
employers’ welfare work. Up to a certain point of devel- 
opment the cost of welfare work per unit of capital invest- 
ment varies inversely with the size of the business under- 
taking. A department of industrial medicine provided 
with complete equipment and a staff composed of one 
doctor and a nurse or two would require a much greater 
outlay per unit of capital investment for the small plant 
than for the large plant, since the actual cost would be 
approximately the same for both. This relationship ob- 
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tains for the great majority of welfare arrangements 
described in the preceding chapters. 

‘Moreover, welfare arrangements well administered re- 
sult in cumulative gains which vary directly with the 
number of workers who are benefited. It is an axiom of 
the psychology of group behavior that the intensity of 
emotional attitudes is dependent upon numbers. The 
worker whose friendly attitude toward his employer is 
readily communicated to a fellow-worker finds his own 
feeling reinforced, and where such a feeling is extended 
to many the degree of reinforcement is proportionally 
greater. Thus, the larger undertakings are more favor- 
ably situated to build up a strong esprit de corps based 
upon such a feeling of common interest and purpose as 
welfare work may succeed in accomplishing. 


Power of Group Attitudes 

In time, such group attitudes carry with them the 
force of a tradition which cannot easily be broken. It is 
a tradition of hostility, for example, which makes it so 
difficult for employers successfully to launch policies of 
welfare work, and which necessitates a preliminary edu- 
cational campaign as a condition of successful welfare 
practice. Not only are costs greater and resulting gains 
less in smaller establishments, but the margin of profit 
often is a narrower one. This means, in practice, that the 
results must be immediate if expenditures are to be justi- 
fied. But it is characteristic of welfare work that desir- 
able results are not always immediate. As already pointed 
out, the slow growth of a tradition of hostility between 
employer and employee cannot be removed by magic. An 
investment of time and energy as well as of money is 
required to change definitely a situation of this kind, and 
this is ordinarily beyond the means of the small producer. 
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Alongside the element of time is the additional ele- 
ment of uncertainty of outcome. Employers’ welfare 
activities have not generally been functionalized to such 
an extent that they may be instituted with definite guar- 
anties of success. To be sure, the factors of time and 
risk will be removed as the new activities become func- 
tional, but in the meantime the experiments in welfare 
work are undertaken by the larger and more favorably 
situated establishments. Thus the larger plants seem 
destined for survival since they are on the way to higher 
levels of productive efficiency. 


Historical Factors 


Historically, what are the factors which have pro-. 
duced these margins of welfare work which favored in- 
dividuals have exploited? The relationship between socie- 
ties of workers organized for purposes of improving their 
economic conditions on the one hand, and the desire to 
make available for constructive use the best existing 
knowledge of physiology, psychology, industrial and com- 
munity organization as applied to the problems of pro- 
duction on the other hand, readily suggests itself, 

As regards the present situation, Professor Commons 
concludes that, “from 10% to 25% of American em- 
ployers may be said to be so far ahead of the game that 
trade unions cannot reach them. Conditions are better, 
wages are better, security is better, than unions can 
actually deliver to their members.”’! The possible deduc- 
tion that the “push” of unionized labor is solely responsi- 
ble for the condition described is not valid, because the 
10% to 25% are beyond the reach of the unions ; but the 
conclusion that the workers by organizing have created a 
wider margin of welfare work than would otherwise have 


*Commons, Industrial Government, p, 263. 
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obtained is irrefutable. The result of such organizations 
is that some employers find it expedient to offer more 
advantageous terms than the workers’ own bargaining 
strength can secure. The motive is obviously the desire 
to create a group attitude which promotes rather than 
obstructs continuous and efficient production. 

This was certainly true of the medieval gilds of yeo- 
men. The demands of these societies were so far recog- 
nized that they became assimilated to the gilds of their 
masters, and a similar process of assimilation is going on 
at the present time. The intra-factory organizations of 
workers of today, whether they be definite, formal or- 
ganizations of workers or not, clearly correspond to the 
journeymen’s societies which became adjuncts of the mas- 
ter’s gilds. 

This does not necessarily imply deliberate effort on 
the part of employers to disrupt the discipline of militant 
labor societies organized for economic purposes. In some 
cases the employers have not only recognized but also 
utilized for business purposes the existing machinery of 
labor unions as part of a general program or policy of 
welfare work. The conclusion which emerges out of this 
study is that while the unions constitute a very certain 
factor in explanation of the existence of an exploitive 
margin of welfare work, they cannot be considered as the 
sole factor. 

In the medieval town such a margin held before the 
organization of separate journeymen societies, and on the 
manor, where a similar margin obtained, the peasants were 
never formally organized in continuous association for 
economic purposes. The constant factor is a cumulative 
body of knowledge respecting the application of psychol- 
ogy, physiology, business organization, and commumty 
organization to the problems of production. Unlike the 
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separate organizations of workers, this factor has been 
operative throughout the period of historical development 
of employers’ welfare work. Thus it should be regarded 
as the primary factor, the union of laborers as secondary. 


Interpretation of Employers’ Welfare Work 


Employers’ welfare work of today is best interpreted 
as the direction of inventive effort to the organization of 
personnel for productive purposes. Such effort is the 
necessary result of a conscious policy aiming at the sys- 
tematization of welfare arrangements with reference to 
definite, anticipated results. A policy of this kind is not 
characteristic of all employers practicing welfare work 
at the present time, but it is decidedly true of the best 
examples of welfare work, and there can be no question 
that the trend is in this direction. 

While prototypes of particular welfare arrangements 
of the present day have been found to exist as early as 
the medieval manor, and may perhaps be discovered in 
earlier societies if one should consider it practical to press 
the question of origins back into earlier historical epochs, 
the rise of a conscious policy affecting all possible points 
of contact between the management of a concern and its 
employees must be considered of relatively recent origin. 
We see certain indications of such a policy in the work 
of Robert Owen at New Lanark, but how far this policy 
was the outgrowth of the conscious recognition of an 
exploitive margin of welfare work, and how far it was 
“disinterested” and philanthropic, would be difficult to 
state. There are facts in support of both views, and a 
unified approach to the problem can only be found in the 
emphasis Owen placed upon his theory of environmental 
determinism. The work of Owen, the social reformer, 
steadily eclipsed the work of Owen, the business manager. 
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Manorial Welfare Practice 


The welfare work of manorial lords was not developed 
as a policy, although the relation of such a policy to a 
perceived margin of advantages was vaguely recognized 
by certain writers of the time, as, for example, Walter of 
Henley. The activities of which actual examples were 
found must be described as occasional acts of charity 
rather than as systematic policy. They included direct 
provision for the destitute by offerings of alms; special 
feasts at the lord’s expense; indirect aid for persons in 
distress such as tax exemptions, remissions of rents and 
fines, and other immunities similar in character ; donations, 
as of stretches of woodland; the conversion of base into 
free tenures and the granting of manumissions. Each one 
of these beneficent grants might easily be interpreted from 
the standpoint of real or supposed advantages to the 
donor, and we are perhaps safe in assuming that, at the 
time, they actually were interpreted in that light, but there 
is no ground for supposing that a policy was evolved with 
reference to such advantages. 


Gild Welfare Institutions 


In medieval industry we see the development of a 
great network of welfare arrangements. The process of 
social differentiation and integration as a result of which 
such activities become functional is seen in all of its 
aspects. The problem of confused motives is not clouded 
by so great a variety of antagonistic attitudes as may be 
found today. If the term “welfare” occurs, it is rather 
in relation to the public in general than to the workers in 
particular. Thus, the standards of employment practice 
relative to apprentices and journeymen alike arose as use- 
ful expedients in the interest of all parties concerned. 

There was no conscious policy of welfare work, but 
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nevertheless, by a slow process of socialization, a close 
knit fabric of customs and institutions covering the field 
of industrial relations evolved. These customs and insti- 
tutions not only guaranteed security and opportunity to 
apprentices, journeymen, and masters, but also assured 
certain advantages to the public, such as standard, high- 
grade wares, and reasonable prices. The system broke 
down, not because it served no useful purpose as some 
writers have attempted to show, or because the principles 
of regulation and social control are in error, but because 
new conditions of life demanded a more inclusive unit of 
economic organization. Journeymen societies arose and 
laws were passed designed to preserve the old order of 
things. There were strikes, injunctions, and negotiations 
of labor difficulties, the net result of which in England was 
the assimilation of the new yeoman gilds into the masters’ 
societies. But the workers by their joint effort had in the 
meantime created a margin of welfare work, and the 
masters responded by offering concessions sufficient to 
appease the workers, 


Resemblances and Differences 


The development of employers’ welfare work in our 
present industrial era reveals a striking similarity and an 
equally striking dissimilarity to the development of 
mutually advantageous employment relations in the 
medieval craft gild. The process of functionalization of 
welfare activities is as certainly going on today as it was 
in the handicraft system of production, Newly differ- 
entiated activities slowly become functionally integrated 
standards of employment practice—in short, institutions 
—provided always that fundamental group needs are eco- 
nomically and effectively served. 

But the medieval system was not fashioned about a 
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conflict between two opposed interest-groups as our pres- 
ent system is shaping itself. The yeomen gilds were not 
organized until after the craft gilds had taken definite 
forms. Even then the former were not continuous asso- 
ciations of wage-earners as are the labor unions of the 
present time. An apparent dissimilarity is that medieval 
welfare institutions were not the result of a consciously 
directed policy of welfare work. 

It may be that the term “welfare work” as used today 
will slowly lose favor because of unhappy connotations, 
and that a rationally organized system of social controls 
over the field of industrial relations will seemingly evolve 
as though there had been no consciously directed policy 
of exploiting the margin of welfare work. But while a 
better terminology may evolve, the fundamental facts 
must remain the same. These facts are the existence of a 
margin and the effort to exploit it. The effort as such was 
certainly as truly conscious in the Middle Ages as today. 


Early Modern Period 

During the early period of development following the 
industrial revolution, this effort was generally associated 
with humanitarian sentiment and euphemistic phraseology. 
The type of welfare work which evolved was paternal and 
frequently inquisitorial in character; it is illustrated by 
the welfare work of the owners of the Lowell textile 
factories, the work of Robert Owen, and others. But in 
some cases, as for example the Krupps, this work grew 
in scope and definiteness, not because of fine words or 
humanitarian sentiment, but because fundamental group 
needs were being served. As the work of this plant de- 
veloped, welfare secretaries were employed, and special 
departments were organized and placed under the direc- 
tion of trained experts. 
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In some instances the work has grown to the dignity 
of a major staff function, and a welfare director or per- 
sonnel administrator supervises such special bureaus of 
welfare work as housing, health and safety, education, 
employment, recreation, and research. This represents the 
final stage of intra-factory development, and as systematic 
welfare work becomes more general, perhaps there will 
slowly evolve an inter-factory system of personnel super- 
vision, such as is at least indicated by the Whitley coun- 
cils of England, the works councils of the Continent, and 
collective agreements in this country. 


Extent of Functionalization 


To what extent have employers’ welfare activities been 
functionalized? A review of the illustrations of the last 
three chapters is sufficient evidence to show that welfare 
practice of the present day, understood as voluntary effort 
to exploit a margin, is no mere ephemeral phase of busi- 
ness activity; it is a positive movement which has already 
stored a considerable power of inertia. The recent state- 
ment of Professor Commons to the effect that from 10% 
to 25% of American employers can do better for their 
workers in the matter of wages, hours, and conditions of 
work than the trade unions concerned are able to deliver 
to their members, shows the movement has made consid- 
erable headway. The results of the recent investigation 
of the United States Department of Labor of employers’ 
welfare work as practiced by American employers at the 
present time, suggests the same conclusion. 

It has been the particular task of this study to view 
employers’ welfare work from a functional standpoint, 
and therefore theoretical relationships between employers’ 
welfare arrangements and higher productive efficiency as 
well as practical results have been emphasized. The many 
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specialized quantitative studies that have been made of 
various phases of welfare work show the extent to which 
such work has been made functional. 

Definite statistical results have been gathered, point- 
ing out the relation between employers’ welfare work of 
various kinds and the annual rate of labor turnover, the 
rate of production, and other factors which are indices of 
industrial efficiency. Accordingly welfare arrangements 
have been classified and described primarily as they affect 
a business establishment, under four heads: 


1. Measures which secure a finer adaptation of the worker 
to his job. 

2. The direct incentives to production. 

3. Indirect incentives to production. 

4. Co-operative machinery for the administration of wel- 
fare activities. 


Only as such measures become functional are the gains to 
the workers definite and undeniable. 


Relation to Socially Desirable Standards 


Perhaps the most significant conclusion of all is in 
respect to the social function of employers’ welfare work, 
The level of competition in the field of employment rela- 
tions is improved as such work becomes an integral factor 
of business organization, and the positive results in terms 
of social well-being must be appreciated as permanent 
achievement, or at any rate, as achievement having a posi- 
tive, cumulative value. There is a distinction between the 
introduction of a welfare arrangement, the advantages of 
which have been repeatedly demonstrated, and a policy of 
welfare work which aims to exploit the existing margin 
in as many ways as may be possible. It is this experi- 
mental work in higher standards of employment practice 
which is of primary social significance. Inventions in the 
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social technique of management growing out of such 
experiments constitute the basis of a more efficient organi- 
zation of production as well as a guaranty of a rising stan- 
dard of living of the workers. This is because function- 
alized activities are imitated on the ground of intrinsic 
merits and in time come to represent new, accepted forms 
of employment practice. 

Institutions thus arising are equivalent to a higher 
plane of competition as regards those activities which fall 
within the field of industrial relations. Accordingly it is 
concluded that the socially desirable standards are the re- 
sult of a competition among employers to exploit the 
margin of welfare work, 


Relation to Minimum Legal Standards 


Minimum legal standards are necessary for those 
establishments which cannot afford either the initial cost 
of introducing welfare arrangements or the risks which 
such expenditures may incur; the ultimate sanctions are 
in terms of public welfare. The establishment of such 
minimum legal standards necessarily follows in the wake 
of experimental results of employers, as illustrated by the 
work of Robert Owen in providing parliamentary com- 
missions on factory legislation and poor laws with testi- 
mony which he alone could give because of his experience 
in welfare work at the New Lanark mills. 

Examples similar in character make it clear that em- 
ployers’ welfare work is related functionally to the estab- 
lishment of minimum legal standards as well as to the 
evolution of the socially desirable standards. The latter 
function, however, is more direct and merits the strongest 
emphasis. Its importance at the present time is indicated 
by the fact that our machine technique has, in many in- 
dustries, been developed to the point of diminishing re- 
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turns, and in some instances, indeed, to the point of in- 
creasing costs, while our social technique is still in the 
stage of increasing returns. The differentiation of a new 
profession, the welfare director or the personnel admin- 
istrator, is a proof of the new focus of inventive effort. 
Herein lies the guaranty of a future industry under the 
guidance of a rational, objective control. 
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